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SAVINGS AND INCOME CHANGES 


BY BENT HANSEN AND URSULA WALLBERG 


Background 


During the decade of the 1930s economic discus- 
sion, both theoretical and applied, made increasing 
use of the twin concepts of savings and investment. 
It is hardly any exaggeration to say that these mag- 
nitudes have completely dominated the scene in the 
post-war period; in the 1940s primarily because of 
their importance for inflation, and in the 1950s 
to an increasing extent in connection with their 
significance for economic growth, for rising stand- 
ards of living. This increasing interest in the sig- 
nificance of savings and investment for economic 
policy has been accompanied by a considerable 
amount of scientific work aimed at discovering the 
explanatory forces underlying these phenomena. All 
this has naturally increased the need for statistical 
information. In the 1930s and the early 40s the 
statistical material available was both unreliable 
and limited, consisting mainly of the somewhat 
sparse annual figures for investment and savings in 
the estimates of the national income and national 
product. It was soon clear to everyone that the 
conclusions which could be drawn from this drasti- 
cally aggregated time series material were perhaps 
even more unreliable and limited than the material 
itself. A search accordingly began for information 
of a more specific character about the savings and 
investment of individual households and enter- 
prises, and about the distribution of this savings 
and investment. 


The savings surveys of the National Institute 
of Economic Research 


The savings surveys of the National Institute of 
Economic Research must be viewed against this 
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background. The first enquiry of this type con- 
cerning the behaviour of households was under- 
taken by the Federal Reserve Board soon after the 
end of the war. The situation at that time in the 
U.S. A. was that large liquidity reserves had been 
built up during the war, and information was de- 
sired about the manner in which households could 
be expected to behave in such circumstances. A 
research group at Michigan University was given 
the task of studying these questions, and it has col- 
lected information at regular intervals about house- 
holds’ liquid assets and purchases of durable con- 
sumer goods and about their immediate plans and 
future expectations. This method of investigation 
(often termed the “Survey method”) was then used 
as a standard during the 1950s by a number of 
British investigations carried out at Oxford Uni- 
versity and directed (moreso than the American 
surveys) towards surveying the whole question of 
household savings. With the help of this American 
and British experience the Swedish investigations 
into savings were begun by the National Institute 
in 1956, after a preliminary attempt by the Social 
Board in 1948. The Institute’s first survey — really 
a pilot study — dealt with household savings dur- 
ing 1955,1 and was carried out in co-operation 
with a number of private organizations who ac- 
cepted the main responsibility for financing the 
project. After an interval of a year the investiga- 
tions were resumed, and were this time concen- 
trated on household savings in 1957 and 1958.7 
Another break will be made in 1959, partly be- 
cause of lack of resources, and partly in order to 
obtain a breathing space for a thorough analysis of 


1 A full account of the construction and results of this 
survey is published in Meddelanden fran konjunkturinstitutet, Serie 
Bie mf (Hushallens sparande ar 1955, del I, by Ursula Wall- 
berg). 

* The results of the 1957 survey and a statement of the 
accounting system used are available at present in mimeo- 
graphed form, 
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the material collected so far. It is hoped that from 
1960 the investigations can be carried on without 
interruption. 


The methods of the savings surveys 


The methods employed in savings surveys have 
varying characteristics, all of which are significant 
for the interpretation of the surveys. Some of the 
more important may be mentioned. 

Firstly, the surveys are based on a sample (about 
2,000) of Swedish households. In principle, the 
survey covers all households, including those which 
are combined with self-employment (agriculture 
and other individual enterprises), and, with regard 
to the latter, the business is also included in the 
survey. This procedure allows the results to be cal- 
culated as applying to all households in the coun- 
try. The information is collected by means of per- 
sonal interviews. 

Secondly, the investigations endeavour to give 
a complete first-hand picture of the state of, and 
changes in, households’ property, which is classified 
according to every conceivable type of asset and 
liability. If the net property of a household at the 
beginning and end of a year is known, the house- 
hold’s net savings can at once be derived. Savings 
then come to consist of a number of changes in 
property, while in almost every other statistical 
analysis of savings it is interpreted as being, and 
calculated as, the difference between current in- 
come and current consumption. With an appropri- 


ate choice of definitions these two methods of esti-. 


mating savings will, of course, give the same result. 
The property method has, however, a number of 
important advantages which make it particularly 
suitable for an economic analysis of savings. It is 
also possible, though by no means certain, that this 
is the most reliable method of determining the 
amount of savings. For the sake of completeness it 
should, however, be added that information is also 
obtained about the households’ incomes and pur- 
chases of durable consumer goods, which can be 
assumed to be of very special significance for sav- 
ings. 

Thirdly, one can by this method collect a good 
deal of information about the “non-economic” fac- 
tors which may be considered significant for ex- 


plaining the size and trend of savings. In many 
statistical investigations it has been shown that the 
purely economic explanatory factors do not go far 
towards explaining the savings of the individual 
household and the variations between different 
households. Age, occupation, education, environ- 
ment, future expectations, and a long list of other 
so-called sociological and psychological factors 
seem to have far-reaching effects on the manner in 
which households allocate their incomes and dis- 
pose of their property, and it appears quite con- 
ceivable that it is here that the most important 
determinants of savings are in fact to be found. It 
seems absolutely necessary, therefore, to obtain in- 
formation about these matters along with details 
about the economic position of households, and the 
methods of the savings surveys make all this pos- 
sible. 


The uses of savings surveys 


The material obtained from the savings surveys 
gives a first-hand statistical description of condi- 
tions in the households sector for the year covered 
by the survey. From the interview material the 
weighted total gives an account of savings, in- 
comes, and the position regarding property, to- 
gether with purchases and holdings of durable con- 
sumer goods for households of different types. Sav- 
ings, income and property are shown in aggregate 
and by type. Households are divided by economic, 
social and (tentatively, at least) by psychological 
variables. A description of the finances of house- 


\. holds based on the survey material gives (with the 


margins of error inherent in the method used) an- 
swers to the question of how conditions were dur- 
ing the year in question. It should not be inter- 
preted without qualification as an analysis; in it- 
self it provides no explanation of the behaviour 
which eventuates in the circumstances described. 
However, a purely descriptive survey of these mat- 
ters for such an important sector in our society 
as the household one must certainly be considered | 
worthwhile. 

The estimates of total household savings obtained 
from the national accounts are marked by woefully 
large margins of error. A prerequisite for the infor- 
mation about the household sector in the national 
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accounts being improved is that continuous investi- 
gations should be made in order to obtain material 
which makes it possible to calculate savings directly, 
instead of obtaining savings, as has been the case 
to date, as an unverifiable residual item. It it also 
conceivable that the existing national accounting 
system can, with the aid of the savings surveys, be 
expanded so that the household sector is divided 
up between so-called business households and other 
households. This would improve the usefulness of 
national accounting as an aid to the planning of 
economic policy. The elucidation of the financial 
circumstances of the household sector can also be 
used directly in drawing up economic policy, and 
in the planning which takes place in the various 
organisations and institutions of the money market. 
An example of this is the perpetual desire for meas- 
ures aimed at influencing the amount of personal 
savings. In planning measures of this kind it is 
important to be familiar with the volume of sav- 
ings, and its division by type and among different 
groups of savers, so that the measures can be chan- 
nelled in the appropriate manner. It is, however, 
clear that in planning of this kind still greater 
benefit would be derived from the results of a 
quantitative analysis of the material which made 
it possible to forecast the effect of the measures 
taken. 

The ultimate goal of economic research in this 
sphere is to explain the behaviour of households. 
It is therefore of interest to use the material ob- 
tained from the savings survey for the purpose of 
testing various hypotheses which have been de- 
veloped in economic theory and/or which have 
been inspired by descriptions of conditions in the 
household sector based on empirical investigation. 
In the latter case, the testing of hypotheses must 
of course take place with the help of an investiga- 
tion other than that which gave rise to the hypothe- 
sis. The distinction between description and ex- 
planation is however rather blurred. The statistical 
description already contains certain elements of 
analysis, by virtue of the fact that the classification 
criteria used in presenting the material have been 
chosen on the basis of the ideas one has about the 
behaviour of households. These have in turn been 
obtained from economic theory. On a higher level 
of aspiration attempts are made to test hypotheses 


with the aid of various statistical methods of analy- 
sis. Either subsidiary problems can be attacked or 
— most ambitious of all — an attempt can be 
made to build a complete economic model for the 
behaviour of the household sector. 

Of the Swedish savings surveys only the material 
from the first pilot study covering the year 1955 
has so far been presented. The analytical useful- 
ness of this material has been limited because it 
must be considered subject to considerable techni- 
cal defects. As has been mentioned, the National 
Institute has recently published a preliminary ac- 
count of the survey covering the year 1957, and 
the processing of the material for 1958 is at present 
in progress. These two surveys should make possi- 
ble a more thorough analysis of household savings 
than has been possible on the basis of the pilot 
study material. The analytical work that has been 
carried out on this material is therefore of the 
same experimental character as the survey itself. 
We must, however, be prepared to accept that the 
work of analysis, both in building the models which 
will form the basis of the analysis and in the choice 
of methods, will encounter great difficulties, even 
with the greatly improved data which the later 
surveys provide. It seems the right thing to do, 
therefore, to attack the problems with great cau- 
tion and restrict the questions posed and the 
methods of analysis to a fairly modest level of aspi- 
ration, at least to begin with. 

In work with this type of investigation one is 
on the whole struck by the very real difficulty of 
obtaining adequate statistical material for throw- 
ing light on savings. Econometric research has, 
with a great deal of trouble and much inventive- 
ness, been trying for about twenty years to de- 
velop refined statistical methods of analysis which 
will make it possible to clarify a number of prob- 
lems which arise because of the nature of the eco- 
nomic hypotheses which are to be tested. All this 
is of course excellent, but it does appear as though, 
in this sphere at least, still more work remains to 
be done in order to obtain relevant primary statis- 
tical information. For example, the choice of defi- 
nitions continually confronts one with problems 
which are of great significance, both quantitatively 
and in principle. The National Institute has 
thought it necessary to focus a great deal of its 
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work with the savings surveys on these matters. 
Households with their own business activity have 
in particular given rise to a number of headaches. 
A detailed knowledge of the results of the activity 
is necessary merely for the purpose of determining 
with sufficient accuracy the savings of a house- 
hold that is self-employed. It is in large measure 
the deficiencies in this respect which have given 
rise to the scepticism about the American investi- 
gations. Unfortunately, when one begins to probe 
beneath the surface with this type of household it 
proves to be the case that economic theory, with 
its definitions and concepts, is also inadequate. 


Savings and income changes 


As an example of the nature of the information 
which is obtained in the savings surveys, and the 
possibilities of using it, we shall in the remainder 
of this article discuss very briefly the relationship 
between variations in households’ incomes and the 
amount of savings.’ Relationships of this sort have 
played a fairly large part in the speculation of the 
last ten years about the explanation of savings, 
and in interpreting various kinds of statistical ma- 
terial. The relationships that are relevant here are 
essentially of two different types, which, however, 
it is not always possible to separate. 

In the first place, the amount of current savings 
can be influenced by past income developments. 
For example, it is natural to assume here that 
people who have had a rising (falling) income save 
a relatively large (small) amount compared with 
others who have the same current income on a 
more permanent basis. It always takes a certain 
amount of time to accustom oneself to a particular 


level of income — especially, perhaps, when one’s 
income is falling. 
Secondly, expectations about future income 


changes can be important for current savings ac- 
tivity. Ought not one to expect that households 
which anticipate larger incomes in future than they 
have at present save relatively little and “live on 
the future”, while households which expect a drop 
in income show restraint in the use they make of 
their current incomes? The so-called “life cycle” 


1 These problems will be subjected to an investigation 
at the National Institute by Sten Thore. 


in savings, which reveals itself in a small amount 
of savings among young persons and a high level 
of savings among persons within reach of pension- 
able age, is a clear indication that relationships of 
this kind do operate in the long run. But even in 
the short run they probably play an important part 
in the behaviour pattern of households. 

These two types of relationship can be coupled 
together in various ways. Future expectations can 
be directly dependent on previous developments, 
e.g., In such a way that rising incomes create ex- ~ 
pectations of further rises in the future. Of great 
interest, particularly in the short-run, is the possi- 
bility which has been discussed in recent years that 
households have a conception of a certain “normal 
income’, and that a relatively high income in one 
year is therefore accompanied by expectations of 
falling income. The actual movement of incomes 
and the future expectations could in this way work 
together in a simple manner, which would mean 
that during years with relatively high incomes 
households have high levels of savings for two 
reasons: 

a) because they-have had a rise in incomes, and 

b) because they expect a drop in incomes. One 
should perhaps be particularly on the lookout for 
this sort of behaviour pattern in agriculture, where 
the concept of a “normal harvest” also makes the 
concept of “normal income” a reality, and where 
for the individual farmer deviations of income 
from the normal are most often brought about 
by unexpected harvest outturns. This should apply 
especially to Sweden with regard to her special 
agricultural regulations. 

The material from the 1957 savings survey 
makes it possible to some extent to illustrate these 
problems empirically. 

In the analysis of the 1957 survey the material 
has most frequently been handled in three separate 
groups. Households which own a farm constitute 
one group, households which own some other per- 
sonal undertaking a second. Other households, i.e., 
those who own neither a farm nor a business, con- 
stitute the third and largest group. The first group 
is here called farmers, the second entrepreneurs, 
and the third wage-earners. It should be borne in 
mind that the classification has been made ac- 
cording to the ownership relationship and not ac- 
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cording to the main source of income or: trade. 
The wage-earning group consists in large measure 
(76 per cent) of units which derive the greater 
part of their income from wages and salaries, but 
also comprises pensioners and certain other house- 
holds. For the first two groups savings is shown 
gross, 1e., without deduction of depreciation for 
agriculture and enterprises. The savings ratios for 
farmers and entrepreneurs are thus gross savings 
ratios; those for wage-earners on the other hand 
are net savings ratios. It follows from this that no 
comparisons ought to be made among the three 
main groups without taking account of the amount 
of depreciation. 

The following table shows the net savings ratios 
for wage-earners and the gross savings ratios for 
farmers and entrepreneurs, the households being 
divided according to the direction of change of 
income from 1956 to 1957. The ratios shown have 
been calculated here on the basis of values estimated 
for the total level. The table shows that the vari- 
ations in the size of the savings ratios for farmers 
and wage-earners correspond to what one would, 
in accordance with what was said above, expect 
in advance. Households which consider they have 
obtained higher incomes save a significantly larger 
proportion of their incomes than those who have 
obtained lower incomes, while those who have un- 


Income 1957 | Wage-earners’ | Farmers’ Entre- | 
compared Net savings peneurs 
oe oni Gross savings ratios 

Rarcere ay...) las 31.4 21.4 

Unchanged 4.4 16.8 33.4 

Smaller .... 2.8 Fa) 19:9 

Don’t know, 

38.6 


No answer / 0.1 — 25 | 


changed incomes constitute the intermediate group. 
For entrepreneurs, on the other hand, the savings 
ratios for the two extreme groups are of about the 
same order of magnitude, while the middle group’s 
savings ratio is on a considerably higher level. 

One should of course be extremely cautious 
about drawing conclusions from the differences set 
out above, since the behaviour of households is 
determined via a complex interplay between a 
large number of different factors. First of all, there 
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are grounds for suspecting that the variations in 
the size of the savings ratios reflect the circum- 
stance that households with higher incomes save a 
larger proportion of their incomes on the average 
than those in lower income classes, since the aver- 
age income is naturally significantly higher for 
households with positive income changes than for 
the remainder. In order that this relationship may 
be studied, households in the wage-earning group 
have been divided into income classes. The sav- 
ings ratios in income classes which are shown in 
the table below are calculated on the original ob- 
servations. 


Income 1957 compared with income 1956 


Disposable Larger Unchanged Smaller 

wmcome att No. of | Sav- | No. of} Sav- | No. of | Sav- 
Kr. 1,000 h : ° ° 

ouse-| ings | house-| ings | house-| ings 
holds | ratio | holds | ratio | holds | ratio 
Ssh Waren 84 2.9 | 115 | —8.3 42 |—31.8 
MN) eee, |) all 3.3 97 5.0 32 | —2.3 
10—15 ....] 138 5.8 43 61 28 |—5.9 
15—20.... 82 8.6 31 Al 13 15.8 
20 =H cchilevhe 132 UPA 40 | 11.4 17 shel 


Note: Those households which did not answer the question 
about the change in income from 1956 to 1957 have 
been excluded from the table. 


For households with an annual income of iess 
than Kr. 5,000 one finds that the savings ratio is 
positive for units with larger incomes, but negative 
for units with unchanged and smaller incomes. For 
the following two groups (Kr. 5—10,000 annual 
income and Kr. 10—15,000 annual income, respec- 
tively) the savings ratio is positive for households 
with larger and unchanged incomes, while those 
whose incomes have been reduced on the average 
show a negative saving. In the following income 
class (Kr. 15,000—20,000) the situation is re- 
versed — the thirteen observations whose incomes 
have fallen save a significantly larger part of their 
incomes that those who have obtained higher or 
unchanged incomes. The breakdown into income 
classes with Kr. 5,000 intervals has not been pos- 
sible for the higher classes, because a small number 
of units in these classes had their incomes reduced. 
For all higher income recipients taken together the 
savings ratio is highest for those with positive in- 
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come changes, and lowest for households with neg- 
ative income changes. 

The information presented in the table can hard- 
ly be made the basis of any uniform interpretation. 
It is, however, obvious that households which have 
received lower incomes in 1957 than in 1956 often 
have low or negative savings — in only one in- 
come class is the savings ratio higher for these 
units than for others. On the other hand, no clear 
boundary can be drawn with the help of the table 
between households with unchanged incomes and 
households with rising incomes. It is also natural 
that the adjustment to a changed level of income 
is most difficult when incomes fall and that here 
one finds the most marked evidence. 

The second question which has been touched 
upon in the introduction is the hypothesis that at 
least some groups of households (primarily farm- 
ers) act on the assumption of a normal income. 
The preliminary account of the 1957 savings sur- 
vey shows that farmers who have had their in- 
comes raised save a larger part of their incomes 
than those who have had unchanged or falling in- 
comes. Furthermore, it is found that farmers who 
expect higher incomes show a low level of savings 
compared with those who believe that their in- 
comes will fall. On the basis of this information, 
and on the hypothesis of a normal income, one 
can expect that those who obtained higher incomes 
from 1956 to 1957 often reckon with falling in- 
comes in 1958, while those who have received 
lower incomes believe that their incomes will rise 
by next year.? 

In order to investigate this situation the units in 
the following table have been divided according to 
the direction of both the change in income and 
the income expectation. In every group the number 
of observations is shown together with the devi- 
ation from the expected number of observations, 
which have been calculated on the assumption that 
both variables are independent of each other. 

As the table shows, it is clearly quite improbable 
that the distribution of the 243 observations which 
constitute the material could have been obtained 
at random. Moreover, the concentration of the 


1 For the wage-earning group this question has been dis- 
cussed in Meddelanden fran konjunkturinstitutet, Serie B: 26 (Hus- 
hallens sparande ar 1955, del II by Sten Thore, p. 59—61). 


Income 1957 | Expected income 1958 compared with 1957 


compared 
with 1956 Larger |Unchanged | Smaller | Total 
No. of observations 
Largers a,c 12 22 39 73 
Unchanged 12 66 28 106 
Smaller .... 19 aS 22 64 
Total] 43 111 89 243 
Deviation from the number of observations 
which would have been obtained by 
a random distribution 
Gargersenece —1 — ll + 12 
Unchanged —7 + 18 — ll 
Smaller .... +8 —7 — 1 | 
positive deviations round the diagonal clearly 


shows that the assumption about the normal in- 
come concept is valid for a great part of the ob- 
servations included in the material. 

If one assumes that the farming households start 
from the concept of a “normal income”, which is 
exceeded in some years and not attained in others, 
it is natural to think that they endeavour to equal- 
ize their level of consumption by means of a high 
level of savings during years with good incomes 
and a low level of savings in years with low in- 
comes. The share of savings in the income of the 
nine farming groups which are obtained by divid- 
ing the material according to income changes and 
income expectations is set out in the following 
table. The interest centres here on the italicized 
diagonal figures. The remaining figures cannot be 
expected to give a clear verdict. 


Expected income 1958 


Income 1957 compared with 1957 


compared a 

pec 1936 Larger | Unchanged / Smaller 
Larger int ieoeac 22.6 16.3 | 36.8 
Unchanged .... 33.3 73 y ELT 
Smallerag scacsies — 9.7 21.8 30.1 


As expected, the table shows that the savings 
ratio is high for households with income rises from 
1956 to 1957, on the assumption that they consider 
the rise in income to be temporary, and expect that 
1958 incomes will be less than in 1957. Those who 
anticipate that incomes will rise further or remain 
on the level attained in 1957 show lower savings 
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ratios. Savings are exceptionally low (—9.7 per 
cent) for households whose incomes have fallen 
from 1956 to 1957 and who expect higher incomes 
in 1958. Those who believe that the 1958 incomes 
will remain on the same level as in 1957 or con- 
tinue to fall show significantly higher average sav- 
ings ratios. If we ignore the relatively small group 
of units which have had unchanged incomes be- 
tween 1956 and 1957 and expect higher incomes in 
1958, the picture one obtains from the material 
agrees well with the assumption that a large part 
of the farming households which are accounted for 
in the above tables do believe that incomes fluc- 
tuate round some sort of normal income, and try 
to even out their level of consumption by saving 
more in years with higher incomes than in years 
with lower incomes. 

However, there is no justification for considering 
that this conclusion also holds for those outside 
the sample, i.e., for all Swedish farming households 
in 1957. There are two essential reasons for this. 
First of all, account must be taken of the compli- 
cated stratification procedure which has been used 
in choosing the sample of the savings survey. Each 
stratification group ought really to be handled sepa- 
rately, though this cannot be done in view of the 
small number of observations. Attempts which 


have been made in this direction suggest that the 
results obtained do not depend on the stratifica- 
tion procedure. Nor is there any direct reason for 
suspecting that farmers belonging to different strata 
in the sample would react differently regarding 
income changes and income expectations. 
Secondly, it should be observed that only about 
two-thirds of the farming households included in 
the survey have replied to the questions which 
form the basis of the division in the tables. It has 
not been possible to include the remainder in the 
above analyses. Thus the number of farmers who 
have not been able to say how their incomes 


‘changed from 1956 to 1957 is relatively small. On 


the other hand, the question about income expecta- 
tions has not been answered by 86 farmers. The 
question that arises is how these units can be ex- 
pected to behave. One can say that by not answer- 
ing the question they have demonstrated their un- 
certainty about the change in income from 1957 to 
1958. It is therefore conceivable that in their be- 
haviour they will ressemble most closely households 
which expect unchanged incomes. The conclusions 
put forward earlier are not altered if the “don’t 
know” group is divided on the basis of this assump- 
tion. 
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THE SWEDISH COUNCIL 
FOR PERSONNEL ADMINISTRATION 


BY ROLF LAHNHAGEN 


The past few decades, and particularly the years 
of the post-war period, have been characterized by 
increased interest for the human factor in the oc- 
cupational world. The debate has been primarily 
centred on the individual’s contentment, safety and 
adjustment in his industrial environment, which 
are not necessarily contrary to the legitimate de- 
mands of the enterprise for efficiency and profit- 
ability. However, a precondition of this is that one 
takes as one’s starting point verified knowledge 
about the work situation as a complement to practi- 
cal experience. In this respect, the rapid develop- 
ment that has occurred in the behaviour sciences 
— psychology and sociology — is a great help. 

It was thus a natural step in this development 
when, in 1952, the Swedish Employers Confedera- 
tion set up the Council for Personnel Administra- 
tion (Personaladministrativa rddet or PAR) as a 
link between research and practical personnel ad- 
ministration. As this question intimately concerns 
all the parties on the labour market, it was deemed 
suitable that the board instituted for this inde- 
pendent body should have among its members re- 
presentatives from the most important organiza- 
tions on the labour market — the Employers Con- 
federation, the Confederation of Swedish Trade 
Unions and the Central Organization of Salaried 
Employees in Sweden. Furthermore, representatives 
from industry and the government services sit on 
this board. Although PAR’s charter of foundation 
is not formulated as a cooperative agreement be- 
tween the parties on the labour market, as was the 
so-called Saltsjébaden Agreement, the Council 
should in reality be looked upon as a cooperative 
organ. 


Rolf Lahnhagen has been head of The Swedish Council 
for Personnel Administration since 1952. 


The aims of PAR 


The aims drawn up for the Council’s activity are 
as follows: 

to promote personnel research, 

to carry on consultation activity in the fields of 
personnel administration and industrial psychology, 
so as to further the development of methods and 
build up the inventory of material gained from 
practical experience, 

to make the results of research more widely 
known and to otherwise contribute towards in- 
creased understanding in the business sector as a 
whole for the problems surrounding the individual 
human being in industry. 

Both the research and consultation activity are 
concentrated on the individual in the personnel ad- 
ministration of the firm, i.e., on such questions as 
the placing of the labour force, recruitment and 
selection, hiring and introduction procedure, train- 
ing, information and communication problems, ad- 
justment to various work situations, the relationship 
with superiors, equals and subordinates, transfer 
and promotion, retirement, etc. 

Personnel research — which is one of PAR’s two 
main functions — is relatively new. However, both 
here in Sweden and abroad important results have 
been reached in this sphere. In Sweden it is mainly 
the research institutes at our schools of economics 
and the psychological and sociological institutes at 
the universities that have contributed in this re- 
spect. Resources — as regards both finance and 
personnel — must, however, be considered in- 
adequate in view of the problem’s significance. By 
means of research grants, among other things, PAR 
therefore wishes to encourage young scientists, who 
would otherwise have concentrated on other fields 
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of activity, to give their attention to these problems 
of personnel administration — problems of such 
importance for the business sector. 

The second main function of PAR — to develop 
methods and collect material gained from practical 
experience via the provision of a consultative serv- 
ice for industry — makes it possible to draw up the 
principal features in the current pattern of person- 
nel administration through a systematization of the 
collected material. Consultation work can, in this 
way, often give rise to further investigations. In 
certain cases, PAR’s own staff can carry out the 
necessary experimental studies, while in others the 
Council can encourage outside research-workers to 
conduct the work. The experiences and results ob- 
tained from research enrich, in turn, later consul- 
tation work, by means of which the results are 
turned to practical use in the industrial world. 


Personnel research 


Up to the present time, the Council has received 
an annual grant from the Employers Confederation 
of Kr. 500,000, of which Kr. 200,000—Kr. 300,000 
has been allotted to the fund for personnel research 
which was set up within PAR. Grants from this 
fund are awarded to individual research-workers, 
research teams and scientific institutions. The dis- 
tribution of the money is made on the basis of 
incoming applications insofar as they relate to in- 
vestigations in those fields which, from the point 
of view of the working life, it is considered im- 
portant to study. The suitability and scientific 
content of the proposed research projects are of 
course also of significance. It is not the board but 
a working group for research attached to the 
Council which passes judgement on these points. 
This latter body, which has about 20 members, is 
composed of scientists from various disciplines as 
well as of people with practical experience from 
industry. Only after this group has submitted a re- 
commendation as to the use of the research grants 
does the board make its decision. This working 
group also has, to a great extent, the task of draw- 
ing up guiding principles for the research activity, 
as well as of coordinating the research of PAR with 
that carried out in the same fields at various uni- 
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versities and colleges and independent research 
centres. 

Those applications which have so far been ap- 
proved — just over 50 — relate mainly to research 
projects in the fields of pedagogy, psychology, so- 
ciology and medicine. In the last-named of these 
subjects, the physiological questions are dominant. 
Grants have also been given for studies of certain 
rationalization problems. 

A few examples may illustrate the diversity of 
the research activity: 


a) Selection investigations 


One group of research projects has as its aims 
the assortment and experimental examination of 
psychological tests and the investigation of their 
reliability in connection with the selection of per- 
sonnel. A project of considerable importance has 
been taken up in PAR, namely, the question of 
determining what possibilities exist for drawing up 
the so-called “talent structure” of a company and 
for constructing a methodological model for that 
purpose. Furthermore, a thorough analysis of the 
reliability of the so-called “projective tests’ — by 
the use of which one seeks to measure certain per- 
sonality characteristics — has been made at the 
University of Stockholm. Methods for the selection 
of unpromoted personnel and of personnel for 
supervisory positions are the object of continuous 
studies. A work study concerning the selection of 
personnel for higher positions, with the emphasis 
more on basic research, has — at the instignation 
of an expert committee within the Council — 
been carried out at the University of Stockholm 
and is entitled ““Top Management Selection”. 


b) Training investigations 


During the past ten years interest for, and read- 
iness to subsidise, training has — it is encouraging 
to note — been strongly increasing. Just like all 
other activity, it must be carried on rationally if 
it is to have justification. The Committee for Adult 
Education, which PAR set up some years ago, has 
collaborated with the pedagogical seminary at the 
University of Stockholm, and the results of the 
seminary’s work are given in a book entitled 
“Adults learn”, which was compiled in cooperation 
with, inter alia, PAR and which provides a detailed 


122 SKANDINAVISKA BANKEN 


description of the conditions for and methods used 
in adult education. In the committee, guide lines 
have now been drawn up for experimental investi- 
gations of the prerequisites needed for effective 
learning, as much in respect to the acquiring of 
knowledge as of practical skills. A study of a simi- 
lar nature is at present under way and concerns, 
among other things, the learning procedure in 
respect to a work operation for a single worker. 

The head of PAR’s research secretariate has 
undertaken a study regarding the attitudes and 
changes in attitudes in connection with the training 
of supervisors, while a partly parallel study is being 
made at Uppsala University. 


c) Adjustment investigations 


Questions of adjustment are touched upon in an 
investigation which has been carried out concern- 
ing the significance of contentment for productivi- 
ty, while a more theoretical work regarding various 
criteria for job adjustment has also been con- 
ducted. Investigations of the problems of super- 
visors, a few of which have already been men- 
tioned, relate to these questions, too. An extensive 
investigation concerning the possibility of meas- 
uring the value of the foreman’s work by means of 
the performance of his subordinates has recently 
been concluded. In this latter investigation, con- 
sideration is paid to the foreman’s influence on the 
so-called “variable costs” in his department. 

For the adjustment of the individual to his work 
a systematic introduction to as well as continuous 
information on the job are most important. A study 
of the channels of communication in the company, 


conducted by the Industrial Council for Social and 


Economic Studies, has been presented with the 
title “Internal Communication”. 


d) Multi-dimensional investigations 


With regard to selection, transfer, promotion and 
training, it is essential to be acquainted with those 
jobs which the employee has to attend to, and it 
is also most important to determine what demands 
these tasks place on their perpetrater from various 
aspects. A work done within PAR entitled “Super- 
visors at work” shows how the frequency-study 
methods can be employed in the analysis of the 
jobs of various employees. 


As the tasks of personnel administration are of- 
ten very complex and extensive in relation to the 
field covered by the traditional academic subjects, 
the Council has held that it can sometimes be pro- 
fitable to let research teams, having representatives 
from various disciplines, be responsible for re- 
search projects, whereby problems can be examined 
from many standpoints at the same time. In this 
connection, it generally rests with these research 
committees to draw up the guide lines for the 
studies and propose suitable research methods © 
themselves. 

PAR’s accident research committee is an ex- 
ample of this sort of thing. Here a working group 
has been formed which, by virtue of its composi- 
tion, has made possible the analysis of accidents 
and near-accidents from technical, medico-psychia- 
tric, physiological and socio-psychological aspects. 
The investigation in question confirms that the 
causal mechanism behind an accident can be very 
complicated, and the importance of cooperation 
between a number of various specialists in the 
work for the prevention of accidents is stressed. 

Another composite committee of the same type 
will be studying the problems of the older em- 
ployees. This committee, which has been set up 
only recently; has up to the present time gone 
through the various literature and is now engaged 
in a compilation of those investigations which are 
being carried out or are planned to be carried out 
in this sphere. ve 

In cooperation with the Swedish Academy of 
Engineering Sciences PAR has also appointed a 
committee, the object of which is to compare the 
various systems of work evaluation. Another com- 
mittee is investigating the effects of automation 
from the social and personnel aspects. 


e) Physiological investigations 


When it is a question of determining the indi- 
vidual’s physical suitability for various positions, 
medical research takes a prominent place. This has 
led to PAR’s appropriating funds for various 
physiological investigations, although there does in 
fact already exist a special research committee in 
this field with substantial resources at its disposal. 
The main part of this research is conducted at the 
Department of Industrial Physiology in the Central 
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Institute of Gymnastics — a body formed in 1954 
on the initiative of, inter alia, PAR and the State 
Forestry Research Institute. Grants have also been 
awarded to other investigators, and a research pro- 
ject is at present concentrated on working positions 
and movements. 

The above sample from PAR’s research program 
cannot possibly give a complete picture of the dif- 
ferent types of investigations which are made with 
the funds granted. However, the intention has not 
been other than to illustrate the implication of the 
concept “personnel research”. Much has already 
been gained by the very fact that research-workers 
are tackling investigations of this kind. But it must 
not stop here. The results must be made known, 
and should preferably be reported in such a form 
that they can be of practical use or, at least, be of 
_ assistance in industry’s decision-making, in training 
questions, etc. The awarding of grants froin the 
Council is therefore bound up with the condition 
that the research results shall be reported and 
made available for all and sundry who may be in- 
terested. This reporting is, as a rule, made in one 
of PAR’s series of publications. The majority of 
research reports are published in the Council’s in- 
formation series, which comes out in book- or off- 
set-form and which up to now comprises 21 num- 
bers, with four of these being doctor’s theses. To 
the extent that the results of investigations can be 
considered of immediate practical value for busi- 
ness life, PAR requests the research-workers to 
assist with the preparation of popular surveys — 
on top of the scientific reports — so that the re- 
sults which are of interest for a wider readership 
might be presented in an easily-understood form. 
The practical difficulties encountered in fulfilling 
these intentions have arisen mainly on account of 
the fact that many of the investigations have had 
a marked methodological character. 

In a recently-started publication series “Writ- 
ings from PAR”, an attempt is also made to present 
popular summaries relating to fields not easily ac- 
cessible to the general public, such as, test metho- 
dology and psychosomatic sickness tendencies. Fur- 
thermore, various forms of literature reviews are 
published to assist the personnel worker in indus- 
try. Such summaries and surveys, which help those 
interested to follow the development in other 


countries, can also give rise to further research pro- 
jects in important fields. 


Contact with the universities 


As the research grants awarded by PAR are 

chiefly intended for investigations having a definite 
object in view and for such development work that 
is necessary in order to give adequate service to 
industry, it is important to have close connections 
with basic research. The Council therefore en- 
deavours to maintain intimate contact with those 
research centres where such research is conducted 
in the field of the behaviour sciences. As has al- 
ready been indicated, there is a considerable num- 
ber of university professors and heads of institu- 
tions belonging to that research group which aims 
at a systematic employment of the available re- 
search aids. It has also been mentioned that many 
of the investigations, which have been carried out 
or are being prepared, have been assigned to uni- 
versities — in some cases under the direct supervi- 
sion of the respective institution heads. 
* But it is not only in connection with research 
that this contact is of importance. It can be valu- 
able for students at universities and colleges, from 
which industry recruits its leading personnel, to 
be introduced — while they are still undergoing 
their education — to those problems of personnel 
administration that they are likely to encounter 
later on in their careers. At the Stockholm School 
of Economics PAR has, since 1953, given financial 
support to instruction and research in this field. 
In 1956 a chair in Social Psychology and Person- 
nel Administration was established at the School, 
the costs of which are covered by the Council. 

The interest for management problems among 
students at the institutes of technology has been so 
great that the students’ unions in Stockholm and 
Goteborg have taken the initiative in arranging for 
voluntary courses to be given in the relevant sub- 
jects, finance being provided by PAR and other 
outside parties. At the Royal Institute of Technolo- 
gy in Stockholm it has now been possible to fit this 
instruction in with the regular curriculum, after 
PAR had undertaken to pay for the services of 
an assistant professor in Industrial Psychology and 
Supervision over a number of years. 


124 SKANDINAVISKA BANKEN 


Although recruitment in the business sector of 
people educated in the humanities and social 
sciences is, to a great extent, still relatively limited, 
it is becoming more and more usual for positions in 
the fields of personnel work, training, public re- 
lations, etc., to be filled by people with such a 
background. As a consequence of this tendency, 
members of PAR’s staff have during recent years 
assisted with the instruction given in pedagogy, 
psychology and sociology at the various institutions 
in order to try to stimulate interest in the problems 
of the occupational world. In certain cases, this has 
involved more qualified teaching as lecturers, while 
in others it has been a question of guidance at a 
lower level. For natural reasons, this activity has 
been principally concentrated in Stockholm. How- 
ever, it is encouraging to be able to discern a simi- 
lar development in Géteborg, where PAR opened 
a sub-office a few years ago. 


Consultation activity 


The second main task of PAR is to provide a 
consultative service in questions of personnel ad- 
ministration and industrial psychology for com- 
panies and institutions or private individuals. We 
have already stressed the importance of consulta- 
tion work, both as a stimulant to research and as 
an intermediary between, on the one hand, scienti- 
fic research, and on the other, the practical busi- 
ness world. The collection of data, the surveying 
of personnel administration systems in various 
companies, and the provision of information there- 
on for the benefit of other interested parties, are 
also of great value. 

The consultative work is aimed at giving those 
whose responsibility it is to make the decisions in 
the company as complete and, having regard to the 
subject under consideration, relevant a foundation 
as possible on which they can base their actions; 
and this is done through the employment of avail- 
able methods and techniques in the examination of 
actual conditions. Consultation can partly involve 
direct participation from the side of PAR in the 
concrete problems of the enterprise, and partly a 
more indirect service through the drawing-up of 
more reliable methods and techniques, which can 
be used by the firm’s own officials. 


a) Recruitment and selection work 


The direct activity is principally aimed at pro- 
viding assistance for companies and institutions in 
the analysis of job requirements, selection of per- 
sonnel, merit rating and employee appraisal, etc. 
The objective here must be twofold — to try and 
satisfy the company’s wish to have a certain posi- 
tion filled by the most suitable person for the job, 
and, at the same time, to take into consideration 
the individual’s interest in being placed in a work ~ 
situation where his personal resources can be put 
to the best use. 

After the qualifications needed for the work 
have been determined by means of job analysis, 
those tests which will bring out the qualities shown 
to be important are chosen and tried out. When 
this is done the actual testing of the candidates 
takes place. This includes not only the psychologi- 
cal aptitude tests but also the more traditional pro- 
cedures, i.e., the examination of testimonials, the 
obtaining of references, interviews, etc. The mate- 
rial that has been gathered is gone through and 
laid — complete with commentary — before the 
management of the company, which then — often 
in consultation with an advisor — decides on those 
to be employed, transferred or promoted. 

During recent years it has been observed that 
employees, just as much as employers, have shown 
greater interest and increased confidence in the 
psychological aptitude tests. The possibility for the 
tested individual of being able to confer privately 
with the psychologist is something that is very 
much appreciated. This enhanced confidence has 
not only expressed itself in a great increase in the 
number of persons tested in recent years. The ac- 
tivity has also become more differentiated. While 
the selection service two years ago embraced almost 
entirely apprentices and supervisors — those cate- 
gories which still dominate — tests are now made 
on other large groups, too, such as applicants for 
jobs in selling, for clerical positions, or for other 
special types of work. 

From time to time the question has been brought 
up from various quarters as to whether PAR should 
not, side by side with its normal selection work, 
also devote some attention to individual “vocatio- 
nal-cuidance” examinations. Various firms have 
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had need of this in connection with the transfer of 
personnel, for example. Private individuals, too, 
often require vocational guidance based on an apti- 
tude examination. It can, for instance, be valuable 
in determining a person’s suitability for studies or 
the possibility for someone industrially injured to 
find a new job, and so on. The individual’s need 
of vocational guidance and industry’s desire for 
the adequate placing of the labour force does, of 
course, have the same objective — improved in- 
dividual adjustment and increased functional ef- 
ficiency on the job. In order to meet these wishes 
PAR has, at its office in Malm6, set up a special 
section, the Institute of Industrial Psychology, the 
task of which is to render assistance to firms and 
individuals with aptitude tests and to work for a 
further development of those methods used. 

An important part of the selection work is the 
development and control activity which is continu- 
ally conducted and which includes the follow-up 
of the work done in the company during the con- 
sultation period. In this way it is possible to see 
how the tested candidates have succeeded in their 
work, and thus the methods in use can be changed 
and improved upon. An extensive project is at 
present also being carried out in the compilation 
of aids, methods and techniques designed for use 
by company employees with psychological training. 


b) Training activity 


The consultative training activity in PAR is rela- 
tively new and of limited scope compared with the 
Council’s other activities. Various types of service 
are provided: help with the internal training in the 
firm, as well as the preparation of aids for, and the 
pedagogical training of, those in the company re- 
sponsible for education. In the former case, what 
is generally involved is instruction in those sub- 
jects for which most companies do not have their 
own teaching facilities — such as, for instance, per- 
sonnel management and industrial psychology. The 
pedagogical training is often supplemented by cer- 
tain general courses in modern conference and 
communication techniques. In connection with the 
working-out of various instruction aids the close 
ties with the Council’s film service is of importance. 

The training section also has the task of popu- 
larising summaries of the results of scientific in- 


vestigations in order to make them more easily 
understandable and of greater practical use for per- 
sonnel training in individual firms or in whole 
branches of industry. The research made into in- 
dustrial accidents is the basis for a correspondence 
course — prepared for the Joint Committee for 
Workers’ Protection — dealing with the causes of 
accidents and entitled “Why does it happen?’. A 
study guide based on a physiological investigation 
has been made up for the brewery industry. 

Manuscripts are compiled for various films, 
slides, etc., which are used by the film service sec- 
tion in its information and communication activity. 

The development work takes place in close co- 
operation with the research activity and concerns 
pedagogical and technical communication methods 
in the instruction of adults, as well as attempts to 
analyse the effectiveness of training in communi- 
cating knowledge and influencing attitudes, 


c) Other consultation activity 


Although a proper selection procedure and a 
well-executed information and training activity 
facilitate the individual’s adjustment to his occu- 
pational environment, conflicts and frictions still 
arise for various reasons. These can be purely per- 
sonal or due to organizational deficiencies. So that 
these defects may be put right it is necessary — as 
has been pointed out earlier — that those whose 
responsibility it is to make the decisions should 
have as clear a picture as possible of the situation. 
The more general consultation activity of PAR in- 
cludes the scrutiny of such situations, with the in- 
tention being to study the interplay between human 
beings in their industrial environment. 

During recent years the consultation section has 
also dealt with management questions, the person- 
nel function in the company, its significance and 
relation to other functions, the influence of techni- 
cal, organizational and personnel changes in the 
company, etc. A common feature of all the pro- 
jects that are carried out is that it is not only the 
company’s management but also the rest of the 
personnel who are affected by the measures, in- 


‘formed about the investigation that is planned and 


how it will be conducted. The investigations have 
often been made in close connection with special 
reference groups consisting of — besides the con- 
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sultants — personnel employed in the company, 
with the object being that these groups should come 
forward with suggestions for changes, having 
studied the results of the investigation. 

The work of development is aimed at improving 
the personnel administrative as much as the purely 
consultative work methods which are used. Parti- 
cular attention has been paid to such questions as 
labour turnover, personnel statistics, the role of the 
personnel function in the enterprise, management, 
special problems concerning female labour, etc. 
The intention is that when the material has be- 
come sufficiently comprehensive general surveys 
will be published. 


d) Film service 


There is yet another activity in PAR which, in 
some degree, can be looked upon as fulfilling a 
service function for the benefit of the other 
branches of activity — that is — the production 
of audio-visual aids. 

This function has, however, been later expanded 
so as to include a purely independent service ac- 
tivity, and today can be said to have the following 
aims: 

1) to assist companies and organizations in the 
presentation of motion pictures, slides and film 
strips, as well as to bring about a reduction in 
the price of audio-visual aids via cooperation 
in production by interested parties, 

2) to be constantly on the look-out for new mo- 
tion pictures, film strips, etc., and to translate 
the foreign texts so that they can be used in 
Swedish business life, 

3) to facilitate the use of motion pictures, slides, 
film strips, etc., through the setting-up of a cen- 
tral distributive body, and to act as Sweden’s 
contact organ with foreign film institutions 
dealing with training films and such-like, and 

4) to act in a consultative capacity with regard 
to the equipping of premises where audio-visual 
aids are intended to be used in connection with 
teaching and meetings. 

The film service section gives advice and instruc- 
tion to firms and institutions which are planning 


to use audiovisual aids. The section also undertakes 
to follow-up the actual film production. Up to the 
present time, a number of important companies 
have made use of this service in the production of 
both training and public relations films. Every 
year a considerable number of foreign motion 
pictures and slides are shown before various groups 
of experts, who estimate their suitability for use 
in Sweden. Those films that are recommended by 
these groups are then obtained and usually pro- 
vided with Swedish commentaries. 


The organization of PAR 


PAR has its head office in Stockholm and sub- 
offices in Goteborg and Malmé. At the head of- 
fice there is a research secretariate, an administra- 
tive section and the four service sections already 
discussed — one for selection and recruitment, one 
for training, one for general consultation work, 
and, finally, the film service section. While the 
research and certain development and administra- 
tive work is supported by means of grants from the 
Employers Confederation, the consultative service 
is able to defray its own expenses, which means 
that the companies are generally charged a consul- 
tation fee for the services of this section. 

This work, which provides service not only for 
individual firms but also for cooperative, municipal 
and government enterprises, gives employment to 
about 50 people in all, of whom about 30 are con- 
sultants. On account of the fact that a number 
of these are employed directly on the termination 
of their studies, possibly with some experience from 
various research institutes, it has been found neces- 
sary to have an internal training scheme concen- 
trating on both field activity and methods training. 
PAR does, furthermore, also act as a trainee insti- 
tution for future personnel officials — often for 
those who are seeking legitimation as psychologists. 

The experience which is gained from being em- 
ployed in the Council is obviously appreciated by 
industry, for even at this early stage there are many 
former PAR employees holding top personnel ad- 
ministrative positions in various companies. 
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THE ECONOMIC SITUATION 
IN PERSPECTIVE 


BY ERIK LUNDBERG 


Normal and abnormal features 
in the economic situation 


Since the predominantly inflationary tendencies 
of the immediate post-war years have been over- 
come, economic fluctuations have once again be- 
come an internationally widespread phenomenon. 
The recessions of 1953—54 and 1957—58 and the 
subsequent upswings have recovered a great many 
of the characteristics of the pre-1914 and inter- 
war business fluctuations. One is again tempted to 
speak of a certain regularity in the course of “the 
business cycle”. The wave length does not seem to 
differ from the average four years of past ex- 
perience; the amplitude of the swings in various 
series also corresponds in general to earlier observa- 
tions of short and minor cyclical fluctuations (“the 
Kitchin cycle”). Now, as before, instability in eco- 
nomic development is concentrated in the invest- 
ment sector, and particularly in the rapid and 
significant fluctuations in inventories. Indeed, a 
substantial part of the short-term changes in na- 
tional income and total demand at the turning 
point of the cycle is explained by a change from 
restocking during the upswing to destocking during 
the downturn. In addition, as was also the case 
previously, the foreign trade of different countries 
has been considerably more exposed to cyclical 
pressures than production and trade within those 
countries. In fact business fluctuations in some 
countries have only been noticed in the case of ex- 
ports, while domestic production and turnover have 
continued to rise — though usually at a slower 
rate — even during periods of international reces- 
sion. It ought also to be noted that during the 
fluctuations of 1957—59 raw material prices and 


profits fluctuated considerably more than the prices 
of finished goods and wage incomes, and this was 
“normal” in previous experience. 

Each new phase of the cycle has, however, con- 
tained such a large number of distinctive features, 
sO many variations within the general business cycle 
pattern, and so many new structural factors, that 
every attempt at a mechanistic forecast of coming 
events has been doomed to failure. The interna- 
tional foreign exchange position is one example of 
a deviation from what could be supposed to be 
“normal”. Previous experience supported by reason- 
able economic theory, has suggested that it is likely 
that economic recessions are accompanied by in- 
creasing foreign exchange difficulties for most 
countries, particularly as regards the American 
dollar. In general, the American economy has been 
particularly vulnerable to cycles during the 20th 
century — and this has also proved to be the case 
in the downturns of 1953 and 1957. According to 
past experience, American imports tend to fall 
fairly rapidly during the downward phase, and this 
causes an increased international scarcity of dollars. 
This has accordingly strengthened the international 
diffusion effect of an American downturn. How- 
éver, no tendency in this direction has been noticed 
in the two most recent downturns. Total imports in 
the United States, particularly of West European 
industrial products (motor cars), have even in- 
creased in 1957—58, and a growing deficit in the 
American balance of payments has led to increased 
gold losses from the U.S.A. and therefore to an 
improvement in international liquidity. 

Another example of a change in the “normal” 
cyclical pattern concerns prices. A general rise in 
prices and wages during the boom has as a rule 
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been followed by a general fall in prices during the 
recession. It has been possible in the long run to 
maintain the value of money only because of these 
falling prices during downturns and depressions. It 
is true that in the post-war recessions the index 
numbers of raw materials have generally shown a 
limited fall, but wages and consumption goods price 
index numbers have continued to rise, in many 
countries at almost the same rate as during the 
boom. Deflationary tendencies of the type which 
developed in the inter-war period have never had 
time to manifest themselves. In explanation of this 
phenomenon one can point to the fact that the 
recessions have hitherto been relatively short and 
mild, and to the changes in the structure of price 
and wage determination which have arisen in many 
countries in the new conditions brought about by 
full employment politics. 

Against this background of persistent tendencies 
for prices to rise it is interesting to observe that the 
strong revival which began in the second half of 
1958 and has continued in 1959 has not been ac- 
companied at all, or only to a minor extent, by a 
general rise in prices. This development contrasts 
with previous upturns in the post-war period 
(reckoned from 1946, 1949 and 1953 or 1954) 
which were accompanied by a more or less con- 
tinuous general rise in prices. 


Cost of living. Percentage change per annum 


1951—54 1954—57 1957—58 1958—59 
(May in 
both years) 
Sweden G.8ech.'s + 3.7 + 4.0 + 5.3 +0 
United Kingdom + 4.9 + 4.6 + 2.6 +0 
West Germany... +0 + 2.3 + 2.8 — 0.9 
Netherlands .... + 1.7 + 3.0 + 2.6 — 0.9 
Belgtumy,inc.neer + 0.8 + 1.8 + 1.3 + 0.7 
France -; s.as00% + 3.4 + 1.9 + 15.3 + 4.9 
UBSAG ea creeeees +11 + 1.6 + 2.7 + 0.3 


To judge from the above table, the differences 
are in general fairly small, and in any case not 
systematic, between periods of recession (1953—54 
and 1957—-58) and periods of general upturn and 
boom. Tendencies towards rising costs and prices 
seem to have predominated, irrespective of minor 
business fluctuations. This observation must be in- 
terpreted in part as an expression of a lagged rela- 
tionship. Substantial rises in raw material prices 


and wage costs during the upswing have only had 
an effect on the consumer goods price level after a 
considerable interval of time. This lagged effect 
has scarcely been moderated even by a short and 
relatively mild downturn, not least because wages 
have continued to rise at an almost unchanged rate 
during these periods as well. Looked at in this light, 
it is interesting to note how the 1958—59 upswing 
has not so far been accompanied by any general 
tendency for prices to rise. A new prospect for the 
post-war period presents itself, though it can for 
the moment only be in the form of a question: can 
we experience an upswing and a boom without in- 
flation? In order to form some assessment of this 
problem it is pertinent to look somewhat more 
closely at the strength and nature of the upswing in 
different countries. 


The strength of the upswing 


In what follows, the strength of the economic 
recovery is illustrated by means of the rise in in- 
dustrial production up to the time of the most 
recently available information. The strength of the 
upswing in various countries is shown to some ex- 
tent by the percentage rise in the index for the 
volume of industrial production, from the lowest 
level reached in 1958 to the most recently available 
data for 1959. (Where industrial production has 
not declined the average level for 1958 is taken as 
= 100.) Comparisons of this sort can of course 
easily be misleading because of chance factors and 
seasonal movements, but errors of this kind have 
been made as small as possible by basing the 
comparisons on quarterly average figures for sea- 
sonally adjusted index numbers. The material also 
contains information about “the degree of business 
recovery’, 1.e., the extent to which the upturn has 
brought production above the top level reached 
before the 1958 recession. Here also there is some 
uncertainty about the interpretation of the move- 
ments in the indices. It should be noted that for 
certain countries, e.g., West Germany, there was no 
fall in production during 1958. In these cases the 
rise in production has been measured from the 
average for 1957. A longer-term perspective on 
the movement of production (a trend) is given by 
means of index numbers for average industrial pro- 
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duction in 1959 compared with the level in 1953 
(= 7100). : : 
Industrial production 


Strength Degree 
of upswing of recovery (1953 = 100) 

Lowest level Highest level Trend 

in 1958= 100 in 1957 = 100 
WOMCL Weeres css. 100 99 119 
United Kingdom .. 107 104 122 
Netherlands ...... 1106 105 135 
BSUS RUING 52.3555) vcs: s 104 94 117 
West Germany .... 1105 2 108 158 
RANGES tefnis ic. 3 oos,0"si0 105 2110 159 
OEEC (average) .. 1104 2 106 147 
Ot TANS area a ara 118 105 113 
aati estecss doess's 126 19 205 


1 1958 average = 100. — * 1957 average = 100. 


Recovery has proceeded rapidly for those coun- 
tries which were hit by recession during 1958, par- 
ticularly the U.S.A., with a 15—20 per cent rise in 
production since the second quarter of 1958. The 
recovery of production has also been relatively swift 
for the United Kingdom (7 per cent) and France 
(after a very short reverse). For other countries, 
where the year 1958 involved only a slight weak- 
ening in business and a slowing-down in the rate of 
increase of production, there has been a marked 
acceleration during 1959. This is true to a large 
extent of West Germany, with a rise in industrial 
production of 6 per cent between the second 
quarter of 1958 and the second quarter of 1959, as 
against an increase of only 2 per cent for the same 
period, 1957—58. 

For Japan too, which has had an exceptional 
rate of increase in production since 1953, a cor- 
responding slowing-down (only a 1 per cent in- 
crease between 1957 and 1958) and subsequent 
acceleration is observed. In these comparisons 
developments in Sweden emerge as peaceful and 
undramatic, with a stagnation in the development 
of production during the period 1957—59. 

In a general assessment of the economic situation 
it is of interest to study the course of events during 
1958—-59 against the background of the develop- 
ment towards, and the position at, the top of the 
preceding boom. The analysis seems to show that 
the present upswing does not in general appear 
particularly impressive in such a comparison. For 
the majority of countries the most recent index 


figures are not much above those for the 1957 
boom, and, if the trend from 1953 is looked at (and 
this applies even more if one begins from 1950), 
the upswing for the majority of countries still 
seems to be a good bit below the level which, on 
this way of looking at the matter, would cor- 
respond to a production trend with “full utilisation 
of capacity”. A rough calculation of this kind would 
show at the end of June that unutilized capacity 
amounted to 10—15 per cent in the case of the 
U.S.A., 5—10 per cent for the U.K., and over 5 
per cent for Sweden. It need hardly be stressed 
that calculations of this kind are subject to very 
wide and indeterminable margins of error. They 
do, however, express the hypothesis that the current 
business upturn is in general a considerable way 
off “hitting the ceiling”. The high level of invest- 
ment in a number of years since 1950, with little 
or no slackening as a rule during recessions, has 
brought about a continuous increase in production 
capacity and rises in productivity in industry and 
other sectors of the economy. It should be observed 
that investment activity seems to a considerably 
greater extent than before (and this seems to apply 
particularly to the U.S.A.) to be directed towards 
machinery. This ought to mean increased prospects 
for rapid and large gains in productivity. 

Even before the recession of 1957—58 a trouble- 
some surplus capacity had developed in various 
branches of industry, and also in the production 
of fuel and raw materials. These tendencies have of 
course been accentuated by the succeeding recession 
and slowing-down in the rate of development. It is 
also characteristic of the prevailing situation that 
in a number of important sectors of the economy 
there are considerable reserves for a continued 
rapid increase in production. This is true not only 
of a number of industrial sectors in different coun- 
tries, but in general also of raw materials and fuel 
production, and (not least) of shipping. The 1959 
upswing appears unique in post-war business cycle 
history primarily as regards the generally high 
elasticity of production in a number of sectors. 


Boom without inflation? 


Stability in costs and prices appears rather natu- 
ral against such a background. Several explanatory 
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factors which relate to this situation can be put 
forward. The increase in production which has 
been set in motion is accompanied under these 
conditions by a significant increase in productivity. 
Production per man hour rises rapidly when the 
existing production capacity can be utilised better, 
without, or with a very limited need for, more 
labour. Production per man hour in West Germany 
is estimated to have risen by over 7 per cent in the 
period 1958—59, and high figures have also been 
recorded for the U.S.A. A high level of investment 
in machinery in various production branches, par- 
ticularly in the U.S.A. and Germany, ought to 
strengthen further the prospects for rises in produc- 
tivity. The rate of increase in wages has at the 
same time slowed down in most countries in con- 
junction with the recession. In a number of sectors 
the result is a tendency for the direct costs of pro- 
duction to fall during the first phase of the up- 
swing, before raw material prices in general have 
begun to rise significantly. A rapid increase in 
business profits is also a characteristic feature of 
the economic scene. In these circumstances there is 
‘no general tendency towards “cost-push” releasing 
impulses towards rises in prices. Nor in this situa- 
tion does “demand-pull” threaten to evoke larger 
price rises. It is natural for firms in different sectors 
of the economy to pursue a cautious price policy, 
since they are aware of trends in costs and potential 
increases in production which can be induced via 
rising prices. This very general assessment of the 
economic scene does not of course prevent some 
upward adjustment of prices to what is considered 
a more “normal” level from taking place in sectors 
where prices have fallen considerably during the 
recession, once demand is again rising. 

A further important factor which should be 
mentioned, and which ought to moderate the ef- 
fects of inflationary impulses that may arise during 
the upswing, is the general attitude to economic 
policy. In the majority of the countries under dis- 
cussion government authorities seem to be intent, 
in contrast to the earlier post-war years, on in- 
tervening and moderating any possible inflationary 
tendencies at an early stage. This attitude seems 
particularly prevalent in the U.S.A., where credit 


policy has been tightened almost before the begin- . 


ning of the upswing. Exchange convertibility, 


combined with intense international competition 
in the markets for goods, necessitates a significant 
degree of coordination of economic policy, and 
thereby a compelling reason for governments, who 
are not per se particularly inclined that way, to 
pursue an anti-inflationary policy. Those countries 
which in such circumstances permitted a significant 
cost or demand inflation to gather way would in all 
probability run into foreign exchange difficulties. 

The picture of the general international charac- 
ter of the economic upswing and its short-term 
tendencies which has been painted here is of course 
too general, vague, and undifferentiated for it 
possibly to form the basis for a more convincing 
economic forecast. Nor is this the intention. The 
aim has simply been to draw attention to certain 
general features which have emerged, and which 
mean that one should not automatically believe that 
there will be a return to a new inflationary interna- 
tional boom. It is of course by no means out of the 
question that new international political disturb- 
ances, or a new wave of large wage increases, again 
precipitate an inflationary intensification of the 
upswing. But prevailing tendencies indicate that, 
unless complications of this kind aggravate matters, 
there is a high degree of elasticity of production in 
a number of important sectors, with considerable 
reserve supply capacity; competition in interna- 
tional trade is intense; and firms are pursuing a 
cautious price policy because of their uncertainties 
about future markets. A generally positive attitude 
towards a restrictive economic policy gives support 
to these tendencies, and increases the probability 
of a more subdued upswing, of the type which 
occurred in the 1920s and before 1914. Such an 
assessment of the general prospects for development 
also signifies a certain degree of instability in the 
upswing. It is possible that the pressure from the 
demand side would not continue to be sufficiently 
great in relation to production possibilities with the 
consequence that a new reverse might occur during 
1960. As has been argued recently in an article in 
this Journal,t we are back in the rhythm of the 
short cyclical waves, and an upswing of 1 1/2 to 2 
years can, on the basis of previous experience, be 
considered normal. 


1 1958: 4. 
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Risks and opportunities for the Swedish economy 


In the light of this assessment of the international 
economic prospects, the tendencies in Sweden are 
rather disquieting from certain points of view. It 
is true that so far Swedish economic developments 
have in the main conformed to the course of the 
international developments indicated above. The 
cyclical sensitivity of the Swedish economy has, in 
agreement with previous experience, been rather 
slight. It is in the first instance certain export 
branches, and primarily investments in inventories, 
which have reacted directly to the international 
recession. A high degree of economic stability in 
other sectors, and with an expansive economic 
policy, resulting in a growth in housebuilding and 
government activity, have meant that the recession 
of 1958 has only been expressed as a slowing-down 
in the general rate of increase in production. Thus 
the real national product is estimated to have risen 
by barely 1 per cent in 1957—58, as against an 
average rate of increase of more than 4 per cent 
for the period 1952—57. As in other countries, 
this check on the expansion of production and 
demand has meant surplus capacity in various 
sectors of production, accompanied by more in- 
tensive competition and falling prices, and stability 
in the general level of consumer prices. 

The international economic upswing of 1959 has 
embraced the Swedish economy as well, as is shown 
in more detail in the subsequent survey of the 
economic situation. As elsewhere, there is con- 
siderable elasticity of production to meet a general 
rise in total demand. The really serious question, 
however, is whether the Swedish economy is not 
being threatened by too strong an expansion in 
demand, with risks of accompanying inflationary 
strains. The extent to which, and the manner in 
which, such risks manifest themselves depend of 
course to a large extent on the economic policy — 
particularly as regards the central government’s 
budget — which will be adopted. Not much is 
known about this at the time of writing. Ac- 
cordingly, I shall only mention here, in a purely 
qualitative way, the sorts of stresses which threaten 
the Swedish economy in the immediate future. 

What seems to be new in the current interna- 
tional economic situation is that we are apparently 


on the threshold of an upswing without reliable 
inflation, what the Germans call a “Mengenkon- 
junktur”, where the possibilities of expansion are 
determined, to a greater extent than previously in 
the post-war period, by the ability of business firms 
to sell more at unchanged prices, and of higher 
quality. More than previously it is a question of 
competition with regard to prices and costs, in both 
foreign and domestic markets, and the competition 
is in general a race in rising productivity. In previ- 
ous upswings one could count on international in- 
flation to float off too rapid rises in costs within 
the Swedish economy. It can be argued that the 
absence of inflation abroad, with relatively stable 
export and import prices, ought in itself to facilitate 
an anti-inflationary policy in Sweden. But at the 
same time the consequences of an unsuccessful 
stabilisation policy threaten to be more troublesome 
than before. 

The risks of domestic inflation relate to what in 
the literature of the English-speaking world are 
termed “cost-push” and “demand-pull”. It is “easy” 
to discover arguments in favour of relatively large 
wage increases for 1960. The economic upturn has 
improved the employment situation, productivity 
can be expected to grow rapidly, business profits 
have increased in various sectors and the prospects 
for 1960 can appear favourable, at the same time 
as a reduction in the hours of work and wage de- 
mands from various quarters because of the pension 
reform threaten to provoke a cost inflation. Of 
course the risks of excessive pressure for wage rises 
increase if the demand side gets out of control; and 
on this point the difficulties in the way of a sta- 
bilisation policy appear even greater. Consump- 
tion and investment expenditure are rising — how 
rapidly cannot yet be judged from the available 
statistics. In the investment sphere the after-effects 
of a policy of expansion in 1958—59 have to be 
taken into account; the discontinuation of the op- 
portunity to make use of investment funds can only 
have an effect in the longer run. In the case of 
investment in inventories in particular, the eco- 
nomic upswing must be expected to involve a 
drastic reversal of the situation. A building-up of 
stocks which is induced by a boom can as a matter 
of fact very well come to lay claim to half of the 
possible short term increase in the national product. 
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In itself it is very conceivable that these items 
which have been mentioned including an increase 
in exports could, without an extra increase in 
government expenditure, together fill the “room” 
for possible increases in total production. But, as is 
well known, there is in addition to this an extra 
large load from central government expenditure, 
which for the budget year 1959—60 is expected to 
result in a total budget deficit of Kr. 2,500—3,000 
million. 

As has been pointed out above, the Swedish 
economy ought to have a considerable elasticity of 
production to meet an expansion in expenditure, 
but this elasticity cannot be calculated in a me- 
chanical fashion, e.g., as the sum of normal in- 
creases in productivity (given favourable demand 
conditions) and a recovery from the slowing down 
in 1958. A calculation of this kind would be reason- 
able only if the increase in demand occurred at 
precisely those points, e.g., in the production of 
iron ore, paper pulp, ships, textile goods, where 
there exists unutilised capacity. The possibilities of 
a rapid increase in production are probably not 
enhanced to any great extent in the prevailing 
economic situation by an expansion in government 
expenditure. What will instead be decisive is the 
state of the markets for Swedish exports, as well as 
the conditions for those parts of domestic industry 
which are exposed to foreign competition. Looked 
at from these aspects, inflationary pressures in the 
form of rapidly expanding government expenditure 
and excessively large wage increases can, on the 
contrary, have a retarding effect on the develop- 
ment of Swedish production and productivity. Nor, 
faced with such prospects, can we look upon the 
surprisingly favourable development of the Swedish 
balance of payments during 1959 as something that 
will continue under all conditions. With excessive 
tendencies towards expansion and cost increases 
within the Swedish economy as compared with 


abroad, the foreign balance situation can quickly 
be reversed. The effect of the budget deficit in 
creating liquidity is a disquieting phenomenon, not 
least from the foreign exchange point of view. As is 
shown in the tconomic survey, this last year’s 
budget deficit has helped to swell bank deposits 
considerably, and this process is continuing at a 
rapid pace during the autumn. These liquid funds 
can be mobilised for investment outlays, e.g., in- 
ventory formation, during a domestic, relatively 


inflationary upswing. The risks of an uncontrollable — 


expansion in expenditure in a delicate economic 
situation increase cumulately with the size and 
duration of the budget deficit. 

The economic prospects which have been de- 
scribed here do not aim at any definite forecast. I 
have only discussed at some length a few of the 
tendencies which at present appear possible, and 
have particularly emphasized those which seem to 
be both probable and disquieting from the point 
of view of the Swedish economy. These tendencies 
need not in fact come about. A new international 
wave of inflation can again help to “solve” our 
Swedish problems — and this can be termed “good 
luck” or “bad luck”, depending on one’s personal 
taste and political leanings. A new international 
recession, starting in the U.S.A., can confront eco- 
nomic policy with quite different problems from 
those implied here. But, above all, it is possible to 
hope that a combination of favourable events as 
e.g. good export markets — and a restrictive fiscal 
policy which is reorganized in various ways, together 
with great restraint in the wage round for 1960, 
will all mean that the Swedish economy fits well 
into an expansive international “Mengenkonjunk- 
tur”, with a continued stable price level as the 
outcome. This possibility exists — but it must of 
course be interpreted as an economic forecast where 
the wish is father to the thought. 


a 
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THE ECONOMIC SITUATION 


A summarized analysis of the Swedish and in- 
ternational economic development will be found in 
Professor Lundberg’s article which appears earlier 
in this number of the Quarterly. In the following 
survey a more detailed account is given of the 
economic trend in Sweden. 


Production and investments 


The powerful expansion in Swedish industrial 
production during the boom years of 1954—57 has, 
since the summer of 1957, changed to stagnation 
in both the capital and consumer goods sectors. 
Earlier in the 1950s industrial production rose by 
virtue of a “scissor effect” occurring between these 
two branches of production; when the output of 
consumer goods went up, that of capital goods fell 
— and vice versa. This trend is illustrated in the 
diagram at the bottom of the page. During the 
past two years this development has been brought 
to a stop and production in both sectors has stag- 
nated. 

However, judging from this year’s development, 


it appears as if this “scissor effect” may again make 
itself felt. If we study the trend from June, 1958, 
to July, 1959, we see that an approximately un- 
changed total index of production has been main- 
tained by means of a reduction in the output of 
consumer goods of 4 per cent and an increase in 
the output of capital goods of 3 per cent. There 
are, moreover, many other signs of rising activity in 
the capital goods sector during 1959. 

The development of production in various 
branches of industry during the current year is 


shown in the following table: 


Changes in industrial 
production Ist half-year, 
1958—Ist half-year, 1959 

(in percentage form) 


rOHOremminesis erie aerial aioe — 12 
Ironjandimetalworksin. eis. oe eve +15 
Engineering industry ..............-- — 2 
bimibert md usta career jieiencyeieloissis 5,3 — 8 
Pulp industry oes sects cc ada -cice« «sales ia 
Papersindusttry anaes si fe ree cei +11 
Foodstufis:maustry. ace <a). cee sole Os ss — 2 
ex tilesmclustrygrs coc w emcee aes caval « — 2 
Leather and shoe industry ............ ad, 
EnG@ustr ye asa WHOLE sr nce lege tojsis.<coys <b=) 15 + 0 


Index for Industrial Production 


Changes in per cent, half yearly comparison, in relation to the corresponding period of the previous year 


@ Capital goods industry oO Consumption goods industry 


1952 1953 1954 1955 


1956 1957 1958 1959 
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The iron works was the branch that was first 
hit by the recession and is also the branch that has 
first been able to recover. This year’s upswing is 
partly a result of the fact that the earlier policy of 
stock-liquidation carried out in Sweden and abroad 
has now been discontinued and turned into one of 
stockpiling instead, and partly attributable to the 
increase in the use of iron and steel both here in 
Sweden and overseas. If the expansion in the iron 
industry continues, there should exist good chances 
for an improvement in the iron ore mines’ output 
possibilities. 

Despite the index of production’s giving the 
opposite impression, the engineering industry seems 
to have entered into an expansionary period, with 
increases in production and incoming orders. It is 
probable that the index of production, during the 
current economic phase, both underestimates the 
rise in production and registers it too late. The 
calculation of the index for the engineering industry 
is in fact based on the number of hours worked, 
and at the beginning of an upswing this figure does 
not necessarily show any increase although output is 
going up. 

With regard to the timber and pulp industry, 
the output situation is on the road to improvement. 
As for the consumer goods sector, a certain recovery 
in production can be expected for the textile and 
clothing industry. 

Investment activity appears to have been on a 
high level so far this year. In the National Budget 
an increase of 4 per cent in industry’s gross in- 
vestments was expected for 1959. During the period 
January—August applications for building permits 
were lodged by industry, in respect to which the 
total building costs exceeded the corresponding 
figure for the same period last year by 25 per cent. 
As far as investments in machinery are concerned, 
there are no corresponding statistics, but many 
factors point to there having been quite a con- 
siderable rise here, too. An important cause of the 
advance in investments has been the releasing of 
investment funds by the labour market authorities. 


The labour market 


With the exception of the unusually high seasonal 
unemployment figures for January and February of 


73,000 and 60,000, respectively, unemployment: 
throughout the year has been somewhat lower than 
during 1958. In the summer a figure as low as. 


20,000 was reached, which — according to ex- 
periences of recent years — is low enough to 
justify our describing the situation as one of full 
employment. 


The balance between the supply of and demand. 
for labour was improved on to a corresponding ex- 
tent during the spring. At the beginning of the year 
the number of applicants per 100 vacancies was 
206. At the end of March the figure was 190, and 
by the middle of the year it had dropped to 130. A 
similar development took place during the same 
period last year. At the beginning of 1958 there 
were 174 applicants per 100 vacancies, while at the 
end of June this figure had fallen to 136. However, 
when comparing the situation last year, one must 
take into consideration the fact that 4,000 more 
persons were employed in public works during the 
summer of 1959 than during the same period in 
1958. 

As concerns employment, there are at the present 
time great differences between the various branches 
of industry. While the demand for labour has 
developed favourably in, for example, the engi- 
neering industry (excl. shipbuilding), the pulp and 
paper industry and the steel works, a decline in the 
employment situation has set in during the year for 
other branches, such as certain parts of the mining 
industry, the shipyards and forestry. The demand 
for skilled labour is high, especially in the engi- 
neering industry. 

However, the tendency towards increased equi- 
librium on the labour market, which has come 
about notwithstanding the divided position, cannot 
be exclusively regarded as an economic phenome- 
non. We must also take into account the important 
part played by seasonal influences. Our judgement 
is rendered more difficult by the existence of certain 
factors which appear to have a “retarding effect” 
on the upswing in the labour market. One of these, 
which is peculiar to the current business cycle, is 
that during the recession firms had retained a con- 
siderable proportion of their labour force which, on 
account of the decline in economic activity, had 
not been working at full capacity. The result of 
this is that production can now rise without there 
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being any significant increase in employment. 
Furthermore, in spite of the recession, rationaliza- 
tion schemes have been carried through — par- 
ticularly in the timber industry — and this has 
meant a saving of labour. 

Bearing in mind that the situation is difficult to 
judge and that unemployment will be rising during 
the period immediately ahead on account of season- 
al influences, there is good reason to expect high 
unemployment figures during the coming winter, 
too. The seasonal deterioration was already notice- 
able in August and September, when the number 
of unemployed rose by over 7,000 to 26,000, that 
is to say, only 3,000 less than at the middle of Sep- 
tember in 1958. The National Labour Market 
Board is prepared for a pool of unemployment of 
about the same size as that experienced during the 
six winter months of 1958/59. In this connection, 
large-scale public works have been planned, which 
can be mobilised when necessary so that the period 
of unemployment for those affected will be as short 
as possible. The emergency measures also include 
orders to support firms which would not otherwise 
be able to keep up production at the desired level. 
Finally, more thorough steps are planned for 
retraining and vocational instruction — the latter 
primarily for the benefit of the large numbers of 
young people who are now entering the labour 
market. 


Price movements 


The international raw material prices dipped 
very steeply from the end of 1956, at first as a 
reaction after the Suez crisis, and later influenced 
by the general economic decline which found ex- 
pression in, inter alia, a severe contraction in the 
stocks of raw material buyers, mainly in the U.S.A. 
During 1958 this fall in prices was to a great ex- 
tent halted. At the end of the year both Moody’s 
and Reuters’ raw material price indexes were lower 
than at the end of 1957. During the first two 
months of this year prices dropped further, having 
by the end of February reached their lowest point. 
However, under the influence of the general im- 
provement in economic conditions and the conse- 
quent building up of raw material stocks, prices 
then began — for the first time in over two years 


— to show a marked rising tendency. But the up- 
ward movement came to a standstill in May and 
during the second quarter of the year there was 
again a fall in the price level, in spite of there 
usually being a seasonal increase in demand and a 
rise in prices at that time. During July the decline 
ceased, and prior to the higher rate of economic 
activity in the autumn there was a discernible price 
rise in the month of August. 

The falling level of raw material prices over the 
past two years has not only been a consequence of 
the decrease in demand occasioned by economic 
factors. There has simultaneously been a consider- 
able rise in the production of certain important 
raw materials, which has meant that the shortage 
prevailing a few years ago has now been converted 
into a rather general surplus, and it is possible that 
this development has contributed to the unex- 
pected fall in prices during the early summer. 

The international prices for iron and steel have 
been steady during 1959. The demand for these 
goods rose during the whole of the spring, one of 
the main reasons for this being the substantial in- 
crease in steel stocks. In this connection, the fears 
of a steel strike in the U.S.A. have had an im- 
portant influence. However, the situation with re- 
gard to the supply side has improved, too, by virtue 
of the more advanced degree of capacity-utilization 
in the American steel industry. Thus, steel produc- 
tion in the U.S.A. was, during the first quarter of 
1959, 60 per cent greater than during the first 
quarter of 1958. Activity on the European market 
has also been increasing. Certain tendencies to- 
wards price rises have been evidenced, and on the 
Swedish iron market two minor price adjustments 
have been made during the summer. 

Certain metals, such as lead and zink, for in- 
stance, have during the spring and early summer 
been subject to a price development differing in 
part from that observed for most other raw ma- 


_ terials. The prices of these metals have in fact been 


particularly stable during the first six months of 
this year. The price of tin has actually exhibited a 
rising tendency, while the price of copper, on the 
other hand, fell steeply during the second quarter. 

During the month of August metal prices — and 
especially that of copper, showed a marked im- 
provement. How far this increase — together with 
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the price increase for iron and steel — can be said 
to depend on temporary factors, particularly the 
strikes in the U.S.A., and how far they can be said 
to be a sign of a gradual intensification of activity 
on the raw material markets and, in the longer 
run, a rising price level, is something that is ex- 
tremely difficult to determine. On the one hand, 
there existed large accumulated stocks during the 
summer and output results for 1959 seem to be 
very good. On the other hand, the general im- 
provement in economic activity is accompanied by 
a stimulated demand, which can lead to price- 
raising tendencies. 

The prices of coal and oil have, since the turn 
of the year, dropped uninterruptedly. There exists 
surplus capacity for both these goods as well as 
rapidly growing stocks. The European Coal and 
Steel Community’s total coal stocks are more than 
twice as large this year as compared with 1958. The 
situation is the same in Great Britain. This state of 
affairs has led to contractions in production — 
amongst other things, there is planned the closing 
down of 15 coal-mines in the Ruhr area with a total 
productive capacity of 6—10 million tons per year. 

The prices for wool and cotton have been on the 
increase during the first quarter of the year, while 
during the second quarter a downward movement 
has been observed. The surplus stocks of wool ex- 
isting in the second half-year of 1958 have been 
substantially reduced this year. On the eve of the 


Position of the Riksbank (milliard Kr.) 


A Bonds (incl. Treasury bills) 
B Gold, foreign exchange & bonds 
C Note circulation 


Source: Sveriges Riksbank 


1956 1957 1958 1959 


new season there was a discernible rise in prices in 
August, those for wool going up by 10—15 per 
cent. 

As for foodstuff raw materials, the price trend 
has been greatly influenced by large increases in 
stocks. With regard to coffee and cane sugar in 
particular, the main problem is one of surplus 
stocks, and the 1959—60 yield for these crops is, 
moreover, expected to be very big. Even if demand 
rises during the autumn there is, therefore, little 
danger of any inflationary pressure from the food- 
stuff raw materials. A tendency towards a slight 
increase in prices has, however, been distinguishable 
during the summer. 

The economic decline has also been reflected in 
the development of freight rates. Tramp freights 
and, above all, tanker freights, dropped very 
steeply during 1957. During 1958 and up to and 
including August this year, prices have been par- 
ticularly low. However, during the early autumn it 
has been possible to observe a weak stabilising 
tendency. 

The Swedish price level has, during the past two 
years, developed in an unusual manner for the post- 
war period. Under the influence of the general 
economic decline and the international price trend, 
Swedish import and export prices fell during 1958 
by 7 per cent and 5 per cent, respectively, with the 
relationship between export and import price quo- 
tations improving over the same period by 2 per 


Registration of Passenger Cars 


(monthly figures in 1 000) 


Source: The Swedish Association of Motor Car Dealers 
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cent. However, since the turn of the year both im- 
port and export prices have been pretty well un- 
changed. 

Wholesale prices dropped during 1958 by just 
over | per cent and have remained stable during 
1959. Since the summer of 1957 there has been a 
fall in prices of 4 per cent. 

From April, 1958, until July, 1959, consumer 
prices were unchanged. However, during August 
the consumer price index rose by one unit, this 
being principally due to the upward adjustments of 
certain foodstuff prices. But this stability conceals 
price movements in several commodity groups. 
Thus, housing costs have gone up by approximately 
4 per cent since last summer, while fuel prices have 
fallen by about 3 per cent over the same period. 


The foreign exchange position and foreign trade 


During a period approximately embracing the 
past twelve months the Swedish foreign exchange 
position has shown a certain improvement. Since 
the devaluation in 1949 the country’s foreign ex- 
change reserves have only on one occasion — at the 
beginning of 1951 — been exposed to any serious 
strains. In April of that year the net foreign assets 
of the Riksbank and the commercial banks 
amounted to scarcely more than Kr. 600 million, a 
figure which corresponded to only one month’s 
import value. However, in less than one year they 


Price Trends (1949 = 100) 


A Wholesale prices 
B Costs of living 


Source: Board of Trade and Social Board 
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rose to approximately Kr. 2,250 million. During the 
period 1952—58 the foreign exchange reserves have 
remained strikingly intact and they have, in fact, 
even risen somewhat — with the natural exception 
of the seasonal fluctuations which are caused each 
year by the decreased export activity during the 
winter months. 

After touching a seasonal low point in May, 
1958, the Swedish foreign exchange reserves have 
— despite a payment of Kr. 64.7 million to the 
International Monetary Fund — risen sharply to 
about Kr. 3,100 million in August, 1959, without 
any tendency towards an outflow of foreign ex- 
change being noticeable during the spring of this 
year. It is reasonable to ask what has caused this 
development in our foreign exchange reserves — 
how far it is due to short-term capital movements 
of a temporary nature or whether it has as its 
foundation the favourable development during 
previous years in the balance of trade. 

The current balance of payments has, however, 
so far this year only showed small changes com- 
pared with last year as far as the “invisible” items 
are concerned. Thus, net shipping revenues have 
during the first six months been merely Kr. 10 
million lower, and the difference is just as small 
for the other items. On the other hand, the so- 
called “difference items”, which had left un- 
specified over Kr. 1,100 million of the inflow of 
exchange during the years 1956—58, have so far 


Changes in Export and Import Volume 
(Quarterly figures, changes in % over the past year) 


A Imports 
B Exports 


Source: The National Institute of Economic Research 
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this year been more inclined to be negative. In 
other words, it seems as if the favourable develop- 
ment in the balance of payments could have 
motivated an even greater increase in the foreign 
exchange reserves than that which actually took 
place. 

A discernible new element in the balance of 
payments is the remarkable decrease in the import 
surplus from, on the average, Kr. 1,400 million per 
year during the period 1955—58 to Kr. 800 million 
during the past twelve months. 


Foreign trade 1955—58 and 1958—59 (in Kr. million) 


Aug. 1955— Aug. 1958— 

July 1958 * July 1959 
Amportss sao. dsm nesthoteenae « 11,804 12,042 
EXPOLtSigacs eattins aeise occa eens 10,412 11,219 
Trade, balances... ert cc cere — 1,392 — 823 


* on the average per twelve months, 


While the value of imports has risen by only 
about Kr. 200 million, or by 2 per cent, from 1955 
—58 to 1958—59, the value of exports has in- 
creased between the two periods by not less than 
about Kr. 800 million, or by 8 per cent. Thanks to 
a favourable price development for important im- 
port commodities, the meagre increase in the value 
figures has, however, been accompanied by a sub- 
stantial rise in the quantity of imports. On the basis 
of the estimates made by the Institute of Economic 
Research, the volume figures for 1958—59 should 
thus have been approximately 6 per cent above the 
average for 1955—58. 

It is of value to point out that imports of fuel — 
of such importance for the Swedish economy — 
between the periods in question have, by virtue of 
the international price decline, become in total 
about 12 per cent cheaper with a more or less 
unchanged volume. The imports of textiles and 
metals are two further examples of commodity 
groups which — as a consequence of the price 
trend — it has been possible to import in increased 
quantities at lower total costs. 

In the same way as with imports, the prices of 
which have — according to the Board of Trade’s 
calculations — so far this year been about 4 per 
cent lower than during the corresponding period in 
1958, the prices of exports have also been reduced, 
at an estimate by about 6 per cent. In spite of the 


fall in export prices for many types of commodity, 
the quantities of goods exported have risen sub- 
stantially. On the basis of the Economic Research 
Institute’s material, the total export volume for the 
period July, 1958—June, 1959, can thus be cal- 
culated to have exceeded the yearly average for 
1955—58 by approximately 10 per cent. 

While exports of iron ore, above all, were sub- 
jected to an absolute decline in demand, resulting 
in a 15 per cent reduction in export revenues, the 
exports of timber were, practically speaking, able 
to be maintained in respect to volume, and the 
quantity of pulp and paper exports was actually in- 
creased. However, as far as value is concerned, 
timber exports were, during 1958—59, 12 per cent 
lower than during the period 1955—58, and pulp 
exports were about 10 per cent lower. On the other 
hand, revenues from paper exports have risen by 
approximately 5 per cent. The positive changes 
have been in the field of the steel and engineering 
industry, where price changes certainly appear to 
have been relatively small but where a substantial 
increase in volume has resulted in an approximately 
10 per cent rise for base metals and a 12 per cent 


Distribution of foreign trade by countries: 
Jan.—Fuly, 1958 and 1959 


Imports Exports Trade balance 
1958 1959 1958 1959 1958 1959' © 

West Germany .. 1,442 1,288 674 774 -—768- —514 
Great Britain.... 855 812 832 803 — 23 — 9 
United States.... 680 594 291 426 —389 —168 
Denmark)... 254 225 300 352 +395 +350 
Norway, =<4.-.i 178 190 649 575 +471 +385 
Netherlands .... 441 440 226 253 —215 —187 
Francesjasear ses 216 217, 250:.219%* 343 eee 
Belgime eae 232 222 206 196 — 26 — 26 
Ttalyste nicareenws 209 198 175 184 — 34 — 14 
Brasilien citer 129 103 125 100 — 4 — 3 
Soviet Union .... aie 27, 41 86 — 30 — 41 
Switzerland .... 130 113 59 64 —71 — 49 
Finland e026 49 45 148 192 + 99 +147 
Venezuela ...... 108 101 36 29 — 72 — 72 
Polands esr ee 36 48 48 48 +12 + 0 


rise for machines. Exports of means of transport, 
mainly cars but also ships, have increased between 
the two periods of comparison by not less than 45 
per cent. 

The above-quoted figures have compared last 
year’s exports with the average figure for a 3-year 
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period. However, the improvement in exports is 
even more obvious if last year’s volume figures are 
compared with those of the immediately preceding 
twelve months: 


Exports of important products 
Aug., 1957— Aug., 1958— 


July, 1958 July, 1959 

PPRTERESEC Der cite os) sifeve 's/sva's-syelaie cei 16,200 14,946 
TT DCE 9, <A On 5,483 ya | 
PEPE EMULD aiciisieysiernisi f 0% Si eiese os 2,341 2,603 
of which: mechanical ........ 358 385 
BUNEILe te .rarieys 0 eve 1,143 1,183 

MINAS Eas ce ee oie 840 1,035 

Paper and cardboard .......... 923 1,038 
Merchant iron and steel ........ 285 378 


Figures expressed in 1,000 tons; those for timber, however, 
in 1,000 cubic metres. 


Government finances and the credit market 


The development of the government finances 
during the post-war period has been a much-de- 
bated subject. Despite attempts to attain an overall 
balancing of the Budget for many years, there has 
been a deficit every year — except for 1951—52 — 
during the 1950s. In the recession of 1953—54, as 
in the most recent economic decline, ‘the deficit has 
been greater than usual. This has, first and fore- 
most, been connected with a more unfavourable 
income development and thus a weakened tax base, 
but has also been a consequence of the conscious 
efforts of the Government to counteract the eco- 
nomic decline through an employment-promoting 
policy. 

The total budget deficit for the fiscal year 1957 
—58 amounted to just over Kr. 1,100 million, and 
the deficit for 1958—59 was probably about Kr. 
1,300 million which is, however, Kr.. 500 million 
lower than was estimated in the revised National 
Budget this spring. As for the fiscal year which 
began — in a more stable economic situation — in 
July of this year, a deficit is expected of not less 
than Kr. 2,800 million. However, in this connection 
it should be observed that no definite attitude was 
adopted in regard to the revenue side of the 
Operating Budget during the spring session of the 
Riksdag as it was considered far too difficult to 
judge the economic situation. Moreover, new 
outlays can arise on the expenditure side in the 


form of supplementary grants and excess expendi- 
tures. There is general unanimity about the feared 
deficit being much too great with regard to the 
definite improvement in economic conditions. On 
the other hand, opinions are divided as to how this 
deficit is to be financed. 

The committee appointed by the Minister of 
Finance in May, 1958, with the task of investigating 
the possibility of cutting down expenditure, sub- 
mitted its report in the summer. This includes a 
section devoted to the development of government 
finances, and in this connection the Budget’s possi- 
ble development over the next few years has been 
calculated. We learn from this forecast that a very 
large increase in expenditure is expected for the 
1960—61 fiscal year — with the deficit rising by 
approximately Kr. 1,500 million. However, it is 
calculated that the years immediately following 
should, in large measure, show an unchanged def- 
icit. 

The large budget deficits have meant a con- 
tinuous increase in the national debt, which at 
present amounts to around Kr. 20,000 million. 
During the past two years this increase has been 
financed to a considerable extent via the com- 
mercial banks. At the end of 1956, 17 per cent of 
the national debt was placed in the commercial 
banks; a year later the share was 19 per cent; and 
by the end of 1958 it had grown to 21 per cent. 
During the first six months of this year, this figure 
had risen — despite a reduction in the total na- 
tional debt — to 24 per cent. 

During the first eight months of 1959, the banks’ 
liquidity position has improved, which is contrary 
to what is usually the case. Holdings of liquid assets 
increased up to the end of August by Kr. 630 mil- 
lion, compared with a reduction of Kr. 25 million 
during the same period last year. So as to prevent 
the increase in the banks’ liquidity from giving rise 
to a credit expansion during the upswing, the Riks- 
bank requested the commercial banks in June to 
keep their liquid assets at a level which — for the 
majority of banks — was to be unchanged. For the 
big banks, this implies that generally speaking their 
liquid assets shall amount to at least 40 per cent of 
their total liabilities (excl. savings accounts). 

The large liquidity surplus this year has led to 
an unusually steep rise in the deposits of the com- 
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mercial banks. The percentage increase is 11.5 — 
or approximately twice as great as the increase in 
1957 and 1958. Loans have also advanced — by 
just over 9 per cent, a figure which is, however, 
only insignificantly higher than the one noted in 
1958. 


Position of the commercial banks (in Kr. million) 


1957 1958 1959 

ssets Dec. Aug. Dec. June July Aug. 
Gashieavue antes 724 456 784 574 486 487 
Treasury bills .. 1,146 914 1,105 536 759 1,036 
Swedish bonds.. 3,293 3,754 4,118 4,138 4,212 4,215 
Advances ...... 10,826 11,560 11,692 12,613 12,723 12,780 
Due from foreign 

banks. eto. 843 670 990 804 897 998 


Other assets ... 1,204 1,136 1,332 2,163 2,100 2,119 
Total 18,036 18,496 20,021 20,828 21,177 21,635 
Liabilities 


Deposits meee 14,263 15,057 15,986 16,915 17,610 17,833 
Due to foreign 

Danksivevaeere SS 2928 425 eee DO 4D eo! 
INGSEGVES noi 12700 1,283 9,283 a lcolom deol be 300 
Other liabilities 2,188 1,964 2,327 2,239 1,904 2,080 


Total 18,036 18,496 20,021 20,828 21,177 21,635 


The bond and stock market 


The tendencies abroad towards a tighter interest 
policy, with increases in the rate of discount in the 
United States, Germany and Denmark, have to a 
certain extent also been observed on the Swedish 
bond market. The National Debt Office thus found 
it necessary to issue, in the middle of September, a 
16-year 5 per cent loan at 2 per cent below par. 
The conditions of issue meant a raising of the 
current yield by a quarter per cent compared with 
earlier issues. 

The loan aroused considerable interest and when 
the subscription lists were closed at the end of the 
first day of issue about Kr. 300 million had been 
subscribed. The upward adjustment of the interest 
level which the Government’s issue brought with it 
meant, however, that the Swedish City Mortgage 
Bank was restricted in its planned loan. An issue 
on conditions similar to those of the Government’s 
loan would also have made necessary an increase 
in the City Mortgage Bank’s lending rates to a 
corresponding degree. In this situation, the City 
Mortgage Bank had to be satisfied with only a 5- 
year issue at 5 per cent and 1/2 per cent above par 


The International Stock Market Prices 


A Stockholm: Skand. Banken, general index 
B New York: Dow Jones, industrials 

C London: Fin. Times, industrials 

D Frankfurt: Kreditwesen, 18 companies 


1958 ssh. Sore 959 


in combination with a 5 1/4 per cent loan at par 
for the Swedish Housing Credit Bank, having a 
period of maturity of 40 years but with the right 
of conversion after 10 years. The issued amount — 
Kr. 300 million for the City Mortgage Bank and 
Kr. 63 million for the Housing Credit Bank — was 
principally taken up by the commercial banks. 

The following loans have been issued since the 
preceding survey: 


Interest Maturities 
Amount in years 
rate . A 
Kr. mill. (convertible 
(per cent) after 
Swedish Government ...... mat 300 16 (10) 
» City Mortgage Bank ? 5 300 5 
» Housing Credit Bank 5 1/4 63 40 (10) 


1 Issue price of 98 per cent. 
ay yy ee 100s monk 


QUARTERLY REviEw. OcTOBER 1959 


141 


1951]1952|1953]1954]1955]/1956 


| gs|slsis|sis 
Share Index 
(Face value Jan. 1953 = 100) 
Home market industry........ 172 | 140 | 155 | 196 | 187 | 171 
‘Other industries ............ 242 | 204 | 225 | 294 | 296 | 279 
Of which: 
METAS ESDOLOS Or, rs fit (dare wis fey 909s 372 | 366 | 400 | 445 | 500 | 485 
Swedish Match Co.......... 123 | 112 | 123 | 140) 159 | 124 
Iron & steel industries ...... 192 | 160 | 165 | 221 | 220 | 235 
Exporting engineering ind. .. | 227 | 182 | 191 | 253 | 243 | 242 
Woodgoods & paper pulp ind. | 235 | 190 | 242 | 351 | 360 | 330 
Combined timber and iron ind. | 352 | 289 | 317 | 425 | 392 | 340 
“OEE Fen het ee 203 | 206 | 263 | 403 | 358 | 422 
Shipping companies .......... 264 | 190 | 208 | 298 | 249 | 256 
Holding companies .......... 246 | 206 | 245 | 317 | 320 | 317 
yer Girone, sci Aes vorrei ac 231 | 203 | 230 | 286 | 262 | 233 


Note: All figures refer to the middle of the months. 


1957} 1958 


‘sny 
‘dag 


275 
426 


273 
418 


530 
282 
293 
371 
558 
552 
833 
246 
710 
318 


518 
270 
289 
367 
aie) 
O39 
876 
258 
689 
307 


247 
298 
466 
485 
636 


484 


581 620 


228 283 


The share market has, during 1959, been charac- 
terized by a practically uninterrupted rise in prices 
to a level which, for the shares of the home market 
industry, has meant an increase of not less than 45 
per cent from September, 1958, to September, 1959, 
and of 29 per cent for the rest of industry. Share 
prices usually give an indication of improvements 
or declines in the economic situation earlier than 
the majority of traditional economic indicators. The 
economic recovery, which had already begun in the 
latter part of last year but which has been difficult 
to establish as a fact at an early stage, has most 
probably given an impetus to this price rise. 

The trend has followed a similar pattern in coun- 
tries where the propensity towards inflation is not 
normally considered to be as high as in Sweden. On 
the New York Stock Exchange prices for industrial 
shares have, in twelve months, risen by 20 per cent, 
on the London Stock Exchange by 32 per cent, 
while in Germany the price increase has been even 
greater, amounting to over 120 per cent. 

It has perhaps been possible to discern a some- 
what greater cautiousness amongst Swedish in- 
vestors during the autumn. The increases in the 
interest rate in the United States and West Ger- 


many accentuated this tendency and the Swedish 
Government’s 5 per cent loan at 98 per cent caused 
a relatively strong price recoil. 

The current yield for a selection of representative 
shares was, in September, again somewhat lower 
than in earlier months. 


The current yield for a selection of representative 
shares 1954—1959 


(relating to September in each year) 


1954 1955 1956 1957 1958 1959 

Five wood-processing 

GOMpPanles; sen. se oro gee S O O) pied Ome Ss Le 2.7, 
Two combined timber 

and iron companies... 3.2 3.0 3.7 3.6 31 2.6 
Five exporting engineer- 

ing companies ...... CED Cele PA MB a) ge 
Four commercial banks 42 43 56 58 54 4.3 


Since the preceding survey the following issues 
have been announced: 


Bonus issue 


Almaqvist & Wiksells 
Boktryckeri AB .......... 
COT SHASAN ES Me aol, reuse ests «lo Thuy 


Kr. 2 million 


ue ay pd yay > 
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New issue 


Turbin AB de Laval Ljungstr6m (TALL) 
1 share in TALL for 25 shares in ASEA at 120 per cent. 
TALL takes over de Laval’s business, whereby both de La- 
val and ASEA receive Kr. 9 million in TALL shares, and 
Kr. 12 million is offered for subscription. 


Remainder 


See Fabriks AB is taken over by Sandvikens Jernverks AB, 
whereby the shareholders in See receive, for every 2 See 
shares, 1 Sandviken plus Kr. 40 in cash. 


ASEA have offered their shareholders 68 per cent of the stock 
(Kr. 20.2 million) of AB Svenska Flaktfabriken at a price 
of 180 per cent, i. e. one share for 15 ASEA shares and 40 
per cent of the stock (Kr. 12.5 million) of AB Skandinaviska 
Elverk at a price of 140 per cent, i.e., one share for 25 ASEA 
shares. 
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Some Statistical Data on Sweden’s Economic Position 
I. THE RIKSBANK. (Amounts in million kr.) 
Gold and Foreign Exchange Reserves ; Sight Deposits 
gs Ons and Note 
nd . Treasury | Advances |. : Thereof 
of Gold! Reece Total Bills Circulation] Toa] 
xchange? S Comm. 
tate 
Banks 
1938 707 750 1457 106 50 1061 849 418 428 
1954 1370 1 104 2 474 3 267 99 5 087 441 289 150 
1955 1 426 1 004 2 430 4 023 25 5 319 747 321 418 
1956 1376 1072 2 448 4390 21 5 598 504 260 241 
1957 1 134 1226 2 360 5 050 89 5 840 415 273 136 
1958 1 053 1 392 2 445 4545 94 6 059 323 158 164 
1958 | 1959| 1958 | 1959] 1958 | 1959} 1958 | 1959 | 1958 | 1959 | 1958 | 1959 | 1958 | 1959 | 1958 | 1959 | 1958 | 1959 
Jan. 1114] 1053] 1213] 1408] 2 327] 2 461 | 4 761 | 4133 11 47) 5 547| 5 728) 317 | 228 | 277 | 166 38 61 
Feb. 1079} 1055] 1166) 1407) 2 245] 2 462|4579|3897|] 129] 157|5507| 5638] 201 | 201 | 159 | 151 39 43 
Mar. | 1052|1058] 1203] 1419) 2255|2477|4468|3897| 252] 187)5 443) 5603] 137 | 218 87 | 177 50 40 
Apr. 1052|1058] 1179] 1463) 2231 |2521)4723|4047| 164 77 | 5 533) 5699] 178 | 204 | 132 | 139 46 63 
May 1052]1058] 1241) 1465) 2 293) 2523)}4586)3809| 246] 155)5357|5527) 149 | 188 | 107 | 135 42 52 
Jun. 1053} 1061] 1260) 1508) 2313) 2569) 4597/3849) 382] 176)5513)5665) 191 | 143 | 136 | 104 53 38 
Jul. 1053} 1061) 1319] 1522) 2372 | 2 583) 3 772 | 3 784 54 5815 359] 5 500} 196 | 135 | 126 89 70 45 
Aug. | 1053] 990} 1364) 1520) 2417) 2 510] 3773] 3 754 42) 147| 5423/5556] 163 | 126 | 104 88 Gy/ 36 
Sep. 1053} 990] 1394| 1497] 2 447 | 2 487] 3 789| 3 789 88| 121] 5 429) 5 596} 329 95 | 213 63 | 114 31 
Oct. 1 053 1 344 2 397 3 889 89 5 592 128 79 47 
Nov. 1 053 1 382 2 435 3 869 131 5 644 112 55 47 
Dec. 1053 1 392 2 445 4545 94 6 059 323 158 164 
1 Market value. — 2 Net claims on foreign countries, 
Il. GCOMMERCIAL BANKS. (Amounts in million kr.) 
Advances Deposits 
At the ° Net Claims 
End Cash pba on Foreign Overdrafts Thereof 
of nd: Countries Bills Loans and Other Total Total Chon aes 
Advances 2 
1938 601 190 95 1 163 2 705 470 4 338 4 260 okey. 
1954 647 3 049 126 2 903 5 833 2 356 11 092 oe. 2519 
1955 958 2 958 169 2 731 5 355 2 444 10 530 12 609 2 422 
1956 788 3 295 437 2613 5 088 2 937 10 638 13 090 2 660 
1957 724 4439 661 2 597 5115 3114 10 826 14 263 2714 
1958 635 5225 701 2791 5 498 3 403 11 692 15 987 2 682 
1958 | 1959 | 1958 | 1959] 1958 | 1959 | 1958 | 1959 | 1958 | 1959| 1958 | 1959] 1958 | 1959] 1958 | 1959] 1958 | 1959 
Jan. 482 | 494 | 4952)5 801] 650 | 701 | 2578) 2 759) 5 088) 5 503) 3 047 | 3 526 | 10 713)11 788) 14 700)16 494) 2 338 | 2 253 
Feb. 464 | 463 | 5305] 6 367] 634 | 704 | 2573] 2 746) 5 121) 5595) 3 074] 3 457 | 10 768/11 798] 14 798]16 805) 2 316 | 2 257 
Mar. | 533 | 584 | 4943/6008) 541 | 728 | 2 724) 2 863) 5 169) 5 691] 3 234] 3 478 | 11 127)12 032] 14 834/16 828] 2 348 | 2 231 
Apr. | 516 | 561 4671| 5687] 418 | 593 | 2 759) 2 901] 5 186] 5 778] 3 257 | 3 476 | 11 202}12 155] 14 510}16 769} 2 300} 2 239 
May | 468 | 500 |}4131)5461) 339 | 614 2 854 2 906] 5 214] 5 848] 3 410] 3 689 | 11 478}12 443) 14 143}16 590) 2 127) 2179 
Jun. 596 | 573 |4205)5727| 346 | 575 | 2851] 2 898) 5 233) 5 972] 3 485 | 3 743 | 11 569)12 613} 14 338}/16 915) 2 348) 2 415 
Jul. 508 | 486 | 4360/6018] 432 | 684 | 2 880) 2 908) 5 244) 6 115) 3514) 3 700] 11 638)12 723] 14 821}17 610) 2 202 | 2 347 
Aug. | 456 | 486 | 4668] 6 285] 508 | 777 2 847) 2 891| 5 271] 6 216} 3 442 | 3672 | 11 560/12 779] 15 057/17 832| 2 258 | 2 357 
Sep. 594 | 554 1479516209) 551 | 867 | 2 883) 3 025] 5 315) 6 344] 3 489 | 3 660 | 11 687/13 029] 15 301/18 105] 2 294 | 2 431 
Oct. 484 5 206 666 2817 5 344 3 336 11 527 15 478 2 346 
Nov. | 456 5 102] . 644 2 830 5 394 3 425 11 649 15 412 2 168 
Dec. | 635 701 2791 5 498 3 403 11 692 15 987 2 682 


5 223} : 


1 Including Treasury Bills, 
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Ill. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 


, Deposits .| Turnover |_. Turnover at the ns 
Savings Banks at the of the |Yields on Bonds? | Stockholm Stock | Share index? +# 
Year Post Office Postal Exchange® 
OL |= serge al eel | pOavings Cheque a Ls A 

Month} Deposits! | Advances! Bank! Service Govt. | Indust.| Bonds | Shares | Home | Other 

Loans Loans In- In- 
Million kr. | Million kr. | Million kr. | Million kr. % % 1000 kr. | 1000 kr. | dustries | dustries 

1938 3 685 3 069 606 24 986 2532 2,92 243 931 149 103 
1954 9 699 9 224 2 950 279 958 3,39 3,70 292 834 180 267 
1955 10 339 9 743 3118 307 522 3,72 4,63 244 642 195 299 
1956 11 097 10 370 3 315 338 877 3,78 4,70 433 555 176 283 
1957 11 969 11 152 3 571 375 137 4,41 5,12 397 772 182 289 
1958 12 942 12 032 3 861 394 560 4,39 5,12 415 915 194 313 


1958 1959 1958 | 1959| 1958 | 1959 | 1958 | 1959 1958]1959 19581959 19581959 1958]1959 1958|1959 19581959 


Jan. . . . - | 3749) 4069 | 38 320) 39 234) 4,46) 4,32 y11) 376 | 457 | 809}1132] 185 | 212 | 290 | 326 
: : : : - | 3769} 4092 | 23 596} 24 617) 4,55) 4,32 ,09] 446 | 673 | 737|1162] 183 | 227 | 293 | 350 
Mar. |12 755/13 730/11 393)12 289) 3 784] 4086 | 39 652} 40 120) 4,51] 4,32 ,06] 352 | 368 | 967/1014) 185 | 227 | 300 | 352 


5,32] 5,1 
5,33] 5,0 
5,28] 5,0 
Apr. : : . - | 3781} 4079 | 27 363] 30 171] 4,40) 4,26) 5,13) 5,04) 270 | 452 | 838)1181] 180 | 227] 290} 357 
y : . : - | 3776] 4068 | 43 049} 41 669) 4,36) 4,27) 5,11] 5,02) 371 | 441 |1073|1997) 179 | 251 | 300 | 384 
Jun. {12 695}13 663)11 582/12 509, 3 784] 4 082 | 25 644) 28 414) 4,35] 4,29) 5,05] 5,02] 531 | 514 1193/1194) 182 | 254} 305 | 392 

4,96] 5,1 


Jul. ; : 3816] 4117 | 41 031) 43 506) 4,29] 4,29] 4, ,16} 487 | 374 974/1120) 190 268 | 322] 410 
Aug. : : 3 828] 4 136 | 22 317] 22 693, 4,36) 4,29] 4,97) 5,24 294 | 348} 877) 883) 195) 275 | 326 | 426 
Sep. |12 892 11 780 3 830] 4 125 | 36 689] 40 533] 4,43) 4,36) 5,05] 5,38) 532 | 685 | 847] 903) 199 | 273 | 324] 418 
Oct. : . 3 848 27 830 4,32) 4,36] 5,07) 5,15] 534 1095 213 | 282 | 342 | 448 
Nov. : : 3 858 38 504 4,32 5,07 431 751 208 335 
Dec. {12 942 12 032 3 861 ~ 130565 4,32 5,07 362 821 213 328 

1 At the end of each year or month. — 2 Calculated on market prices at middle of months. The yearly figures represent 


averages of the monthly figures. — * Averages per Stock Exchange business day. — 4 Nom. value Jan. 1953 = 100 


IV. OTHER STATISTICAL DATA 


Wholesale Price Irdex 


Foreign Trad Con- 

Year National ie de Production oe (19S h08) nee 
or Debt Export (+) Index rec Price 

Month Imports Exports | or Import | 1935=100 P oe Import | Export All Index 
‘0 = 

Million kr. | Million kr. | Million ke (5), suzP/us B08 C0088) Ore eel 

1938 2 566 2 082 1 843 — 239 123 fe 40 47 51 64 
1954 15 059 9 192 8 196 — 996 213 a2 129 142 133 129 
1955 16 081 10 337 8 933 — 1404 226 sae 135 147 138 133 
1956 16 966 11 434 10 067 — 1 367 234 1,5 143 153 145 139 
1957 19 095 12 567 11 062 — 1505 241 1,9 144 155 147 145 
1958 19 851 12 248 10 807 — 1441 241 2:5 131 149 144 152 


1958 | 1959 1958 | 1959 1958| 1959] 1958 | 1959 1958 1959 1958|1959 1958|1959 1958|1959 1958|1959 1958| 1959 


Jan. | 19186] 20043]1225) 922) 916) 838} —309} — 84) 249 | 246) 3,8] 4,3) 136] 127 | 152] 143 | 146] 143] 149] 152 
Feb. | 19466) 20440} 955} 911} 748) 827) —207| — 84) 252 | 253) 3,6| 3,4] 134] 127] 152) 142} 145] 142] 151] 152 
Mar. | 18 834] 19 792} 1030} 913] 709) 825) —321| — 88) 255 | 259) 3,6) 2,6) 133] 127) 152) 142 | 145] 142) 151) 152 
Apr. |19191]20037]| 979) 1093] 759} 931) —220| —162) 254 | 259) 3,8) 2,7) 132 | 128) 151 | 141 | 145) 142) 152] 152 
May | 18218] 19 030] 1043) 982) 978) 1034) — 65) + 52) 259 | 254] 2,6] 1,9] 130) 128 | 150] 141 | 144] 143] 152] 152 
Jun. | 18362/ 19173) 883) 1009; 990] 970, +107) — 39] 254 | 261} 1,3} 1,2 | 130} 127} 149} 142 | 144/ 144) 152) 152 
Jul. 18 186}19517| 852} 931) 853) 940/+ 1/-+ 9) 124} 135] 1,0) 1,0] 130) 127) 149) 142 | 144) 143] 152] 152 
Aug. | 18301) 19609] 888) 901) 781} 857) —107|— 44) 239 | 245] 1,3} 1,2 | 129} 128} 148} 142 | 143) 144) 152) 153 
Sep. | 18345]19578] 988 1 005 + 17 250 1,4] 1,3 | 128] 128} 148 | 142 | 143] 145) 152] 154 
Oct. | 18928 1 080 S73 —105 254 1,7 128 147 143 152 
Nov. | 18733 965 952 — 13 263 2,4 129 147 144 152 

3,3 128 146 144 152 


Dec. | 19851 1313 1 141 —172 250 


1 At the end of each year or month. 
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Statement ot Condition September 30', 1959 


Asse iS 

Cash in hand and with the Riksbank Kr. 163,355,000 
Bonds and Treasury Bills » 1,593,140,000 
Loans and Discounts 3,181,782,000 
Swedish Banks pe ye Pane eS rae 124,405,000 
Banks abroad 354,121,000 
Sundry Accounts . . ray 87,645,000 
Shares 4)» &, 16,608,000 
52,740,000 

Kr. 5,573,796,000 


Deposits... . Kr. 4,695,880,000 

Swedish Banks and Savings Banks . . . 77,782,000 

Banks abroad a a 106,351,000 

Sundry Accounts 328,296,000 

Share Capital... .. ~> Kr. 194,112,000 

Reserve Funds a 155,888,000 

Undivided profits 15,487,000 » 365,487,000 
Kr, 5,573,796,000 
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